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Change in economic prospect calls for general revision 


of portfolios and adoption of progressive program 


OUR investment outlook has been changed in the past three 

months by new governmental activities, the temporary abandon- 

ment of the gold standard, the steps towards controlled currency 
expansion, the international economic conferences and discussions, 
the long progress towards balancing the national budget, definite 
improvement in business, the development of crop prospects and 
advances in commodity prices. 


7 ous own future may be permanently shaped right now, and it 

is to your interest to know exactly where you stand as an in- 
vestor. Prudence dictates an immediate and thorough survey of your 
security holdings in order to determine which of your investments are 
in harmony with the changed economic prospect. Then, too, you 
must prepare a progressive program and follow it, adjusting it from 
time to time to the widening business horizon. 


ad you are to make the earliest start and continue profitably you must observe all the 

essentials of investment success, for we are in a period in which you can not afford 
to maintain a casual attitude towards your investments. You must know the outlook 
for all your holdings. You must know what securities to hold—and why; you must 
know what to buy—and why, and when; you must know what to sell—and why, and 
when ; you must know what replacements to make—and why, and when. 


HE surest way is to do as so many other progressive investors have done—place 

your security program under the supervision of The Financial World Research 
Bureau. The procedure is simple: You merely register with us the complete list of 
your securities, with their cost, provide us with all the necessary data regarding your 
requirements, objectives and resources, and then follow the direct, positive recom- 
mendations as they come to you. Everything is personal—individual. There are no 
group advices; above all, there are no risky speculative advices. And the cost is 
moderate—$100 for the full year of continuous personal guidance. 


Mail this With NE Coupon today 


The Financial World Research Bureau 53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obligation to me) how your personal 
supervisory service would assist me to adopt a progressive investment program. I enclose 
a list of my investments (showing the number of shares and their original cost) to guide you 
in telling me just how The Financial World Research Bureau will aid me. 5-31-33 
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EXT week Tae Financia, Wor.Lp presents its Stockometer—The Trend of Market Values - - 507 
twenty-first Annual Public Utility Review number. ; 
The issue will be devoted largely to reviewing develop- The Trend of Things - - - - - - - - = 508 
ment within the utility industry during the past year by 
outstanding leaders in the business and nationally known The Cartelization of we pevomn | Bock, Ph.D. 509 
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satisfactory earnings record of the public utilities during 
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conception of fair rate of return, etc. To what extent such 
rumors are based upon facts has been clearly developed A Company That Has Turned the Corner - - - 518 
by individuals who are specialists in their respective fields 
and their views will be outlined in the coming issue. This Board Room Brevities - - - - - - = - - 6519 
number will also contain a complete statistical tabulation 
showing such essential data as earnings, financial condi- The Missouri Pacific Reorganization- - - - - 6520 
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ANK borrowings for each of the companies analyzed Stock Side Lights - - - - - - = + - + 526 
will be revealed as well as near term bond maturities, Dividends Declared 526 
two factors which carry great weight in present security ee ee ease 
value appraisal. In addition to the special data relating a 
to public utility investments, the issue will carry its usual 
timely weekly features including a discussion of the bond Weekly Record of Earnings - - - - - - - 528 
market, investment recommendations and an interpreta- 
tion of current business and market trends. Linographs - - - + + = = = = = = = 528 


PUBLISHED WEEKLY BY GUENTHER PUBLISHING CORPORATION 


Louis Guenther, President-Treasurer and Publisher; William J. Healy, Vice-President; Richard J. Anderson, Managing Editor; 
A. Weston Smith, Jr., Associate Editor; Ralph E. Bach, Research Editor 


Editorial and Business Offices: 
53 Park Place, New York, U.S. A. 
Cable Address: Finglobe, New York 


Copyright, 1933, by Guenther Publishing Corp. Reproduc- 
tion in whole or hibited by ol 


October 22, 1906, at the 
the publisher. sales supplied by 


York, N. ¥., U 


ere 


Entered as second class matter 
ited States Post Office at New 
.S. A., under the act dated March 3, 1879. 


American News Company. 


Annual Subscription Rates: 
United States, Mexico and Cuba, $10 a year; 
Canada, $12 a year; Foreign, $12 a year. 


FOR CHANGE IN ADDRESS subscriber should give 
both the old and the new acidress. This notice should reach 
us about two weeks before the change is to take eftect. 


Western Advertising Representative 
F. H. Ertel, 727 Monadnock Bidg., Chicago, Ill. 


Advertising Manager 
Melville A. Bergfeld 


New England Advertising Representative 


W. E. Anderton, 1058 Park Sq. Bidg., Boston, Mass. 


305 


‘ 
‘ 


TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
book!ets, circulars, periodicals and special letters 
which we believe are of interest and profit to our 
subscribers Upon request, and without obligation, 
any of the book!ets listed below will be sent free, 
direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD. 53 Park Place, New York, N. Y. 


ON A SEPARATE SHEET 


PLEASE PRINT EACH REQUEST 


WHAT A BUSINESS MAN MUST KNOW TODAY is the title 
of a booklet issued by an outstanding educational institution. It 
is not a book for everyone engaged in business; it is for executives 
and potential executives only. But we want you to decide for your- 
self whether or not the book is intended for you. If so, it will be 
sent on request without any obligation on your part. 


AN INVESTMENT PROGRAM KEYED TO THE ‘NEW ECO- 
NOMIC PROSPECT — is discussed in a pamphlet descriptive of the 
procedure employed by an investment supervisory organization. It is 
particularly of interest to investors whose policy is to disregard inter- 
mediate fluctuations and to avoid purely speculative commitments. 
It will be sent on request. 


SECURITY SALESMANSHIP, THE PROFESSION—An_inter- 
esting discussion of this specialized field, together with information 
about the Course of Training being adopted by scores of the leading 
investment houses for their salesmen. 


WHAT THE TICKER TAPE SHOWS—An interesting study of the 
day-by-day action of the market, interpreted by an organization 
qualified to read the tape, will be forwarded upon request. 


MAKING PROFIT IN SECURITIES—Valuable stock market 
booklet explains methods employed by successful investors. The 
part which fundamentals play and the market's technical condition, 
as well as general sound methods for income and profit building, 
are pointed out. 


WHAT ACTION SHOULD INVESTORS TAKE NOW?—The 
current issue of a digest prepared by a financial service advises the 
course to pursue. Send for a complimentary copy without obligation. 


LOW PRICED STOCKS—Now while the stocks are low this book will 
show you why and how you can get much better returns from low 
priced issues. Literature describing this book will be sent free upon 
request. 


AN EXPLANATION OF LIFE ANNUITIES—This booklet, issued 
by one of the most prominent insurance companies, tells how a life 
annuity can be arranged to comply with any circumstances and ideas 
for future income. Copy sent upon request. 


A LEADER IN THE GROWING RAYON INDUSTRY—A compre- 
hensive survey of the Rayon industry, with particular reference to the 
securities of one of the lowest cost producers in this field, may be had 
for the asking. 


TRADING METHODS—A 24-page booklet issued by a New York 
Stock Exchange house, containing a brief explanation of the different 
operations pertaining to stock market trading. 


MAKING MONEY IN STOCKS—A straightforward, comprehensive 
treatise on sound methods to pursue in the purchase and sale of listed 
securities. 


AN ANALYSIS OF RECENTLY OFFERED BREWING ISSUES— 
has been prepared, together with a special recommendation, " an 
unlisted security house, specializing in stocks of that industry. Their 
advisory department is available for analysis of any beer stock in 
which you may be interested. 


TICKER SYMBOLS—Do you watch the ticker closely? If so, you 
doubtless wish to thoroughly acquaint yourself with the abbrevia- 
tions of stocks listed on the New York Stock Exchange. A large 
New York brokerage house has just issued a new edition of their 
booklet showing these symbols, which will be forwarded to you 
upon request. 


FROM $8,000 TO $250,000,000—One of America’s oldest utility 
ups has issued a booklet of 48 pages, in which is presented a 
escription of the history and development of this prosperous cor- 
poration that came into existence in 1886 with assets of $8,000 
working capital, and that now has assets of over $250.000,000._In- 
vestors will find much of interest and value in this booklet. Copy 
may be had upon request. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


WEEKLY TRADE INDICATORS jjay 20° Mae? 


J May 21 
*Crude Oil Production (bbls.)........ 2,705,350 2,733,850 2,225,350 
Electric Power Output (000 K.W.H.) 1,483,090 1,468,035 1,435,731 
tSteel Output (% of capacity)... .... 35% 31% 25% 
tAutomobile Production (U.S. A.)... 55,801 51,671 45,470 
§Commodity Price Index............ 59.0 59.5 56.5 
May 13 May 6 May 14 
§Bank Clearings New York City...... $3,143 $3,490 $2,865 
§Bank Clearings Outside of N. Y.C.. 917 1,536 1,063 
531,095 523,819 517,260 
Bituminous Coal Production... .... 847,000 802,000 716,000 
Financial World Index of Indus- 
46.1 44.5 44.6 


*Daily Average. ftlron Age. {Cram’s Report. 000,000 Omitted. 
“Journal of Commerce. 


4 FEDERAL RESERVE REPORTS, MEMBER BANKS 


1933 1932 

(000,000 omitted) May 17. May10 May 18 
Deposits—New York City......... $6,355 $6,260 $5,978 
Deposits—Outside New York City. . 8,815 8,798 9,307 
Loans on Securities——-N. Y.C....... 1,711 1,840 
Loans on Sec.—Outside N. Y.C.... 1,989 2,004 2,534 
*Investment—New York City....... 1,117 1,128 966 
*Investments—Outside N. Y.C...... 1,874 1,878 1,883 
Total loans and discounts. ......... 8,421 8,404 10,117 
Total commercial loans... . . 1,617 1,594 2,039 
Total net demand deposits 10,681 10,509 10,382 
Total time 4,271 4,318 4,608 
Total brokers’ loans............... 618 564 414 
Federal Reserve System ratio....... 9 ...... 64.6% 64.4% 


New York Federal Reserve Bank ratio 60.3% 59.6% 54.9% 


*Other than U. S. Govt. Securities. Nore.—Above figures are 
latest available. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 1933 1932 
Par May 23. May 24 May 23. May 24 
$4.86 34g England. ...$3.914% $3.68', | .$0.07 05% 
1.00 Can. Dollar .87.38¢ 87.00¢ Cotton... .086 .0575 
3.92c France..... 4.56 3.94 15.34 14.84 
5.26 6.02% 5.13% d 
13.90 Belgium*... 16.11 14.01 Rubber. . .049 .0287 
23.82 Germany... 27.18 23.69 Silver... .33 34 
49.85 Japan...... 24.06 31.87 Sugar.... .045 .0375 


*Belga. (July futures. Winnipeg. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 

Week ended Same 
6 


ay week Change 
Eastern District 1933 1932 % 
Chesapeake & Ohio.............. 24,106 22,283 +8 
Cleve., Cinn., Chicago & St. L.... 16,234 16,091 + 1 
Delaware & Hudson............. 10,029 12,277 —18 
Delaware, Lackawanna & Western. 12,942 13,642 - 5 
Norfolk & Western. . ; ‘ 16,142 15,885 + 2 
New York, New Haven & Hartford 20,503 22,342 - 8 
40,270 42,614 6 
New York, Chicago & St. Louis... 10,825 11,539 - 6 
79,793 84,262 - 5 
Western Maryland... 5.847 6,202 6 
Southern District 
Atlantic Coast Line.............. 12,421 11,618 +7 
22,433 22,920 -2 
Louisville & Nashville............ 18,013 16,887 +7 
Seaboard Air Line............. . 10,501 9,848 + 7 
Southern Ry. System............ 29.742 27,217 +9 
Northwest District 
Chicago & Great Western........ 4,322 4,162 + 4 
Chi., Milw., St. Paul & Pacific.... 23,098 21,301 +8 
Chicago & Northwestern......... 28.351 26,671 + 6 
9,329 8,705 + 7 
9,290 9,225 + 1 
Central West District 
Atchison, Topeka & Santa Fe..... 21,808 21,441 +2 
Chicago, Burlington & Quincy.... 19.016 19,318 +2 
Chicago, Rock Island & Pacific.... 16,005 17,565 - 9 
Chicago & Eastern Illinois. ...... 3.874 3.674 + 5 
Denver & Rio Grande Western.... 3,107 3.750 -17 
15,741 17,606 -11 
2,482 2.975 -17 
Southwestern District 
Kansas City Southern............ 2,641 2.633 +1 
Missouri-Kansas-Texas........... 6,572 6,428 + 2 
St. Louis-San Francisco.......... 10,229 9,812 + 4 
St. Louis-Southwestern........... 3,992 3,301 +71 


7,550 6,144 
(Compiled from American Railway Association figures) 
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«HIGHLIGHTS 


Business gains continue, as inflation talk 

again appears — Advancing bond prices re- 

‘* flect solid foundation of current general im- 

provement — Rails penetrate last autumn’s 

high — New York State’s overwhelming 
repeal vote helps sentiment 


The 
Market Situation 


The scenes on the stage occupied by the stock market 
have been rapidly shifting, but the audience has regarded 
the changes so far made as more pleasing than otherwise. 
The opening act in the April price rise had a background of 
inflation plans and discussions. The scene later shifted to 
one of business improvement, and the action continued. 
Last week, in addition to further business progress, infla- 
tionary trimmings were again brought out with the Admin- 
istration taking its first action under the tremendous powers 
granted it under the Thomas amendment to the Farm Relief 
bill. Announcement of instructions to the Federal Reserve 
to add $25 millions to their holdings of Government bonds 
spurred stock prices and further impetus was derived from 
the addition of England’s managed currency doctor to the 
Administration’s official family, although neither develop- 
ment carried sufficient fresh threat of inflation to interrupt 
the advance in corporation bond prices to the highest levels 
since last September. 


Cigarette shares were aided by reports of impending 
wholesale price advances, while Allied Chemical sold off 
sharply on the Stock Exchange announcement that the 
issue would be dropped froin the list in three months unless 
more adequate information is furnished stockholders. New 
York State’s overwhelming vote for repeal quite naturally 
helped the so-called distillery group, members thereof vigor- 


ously advancing to new high prices following the count of the 
ballots. Moreimportant, it bolstered hopes that the proposed 
new taxes would truly be only temporary, disappearing 
upon comparatively early ratification of the repeal amend- 
ment. Proposals for ending the exemption of dividends 
from income taxation seemed to have no effect on stock 
prices, probably because dividend-payers are so much in the 
minority, but as a longer term offset discussions are now 
under way to eliminate the capital gains and loss tax. 
Elimination of the latter would end a long-standing evil 
whereby stock owners are reluctant to sell in boom periods 
because of the tax payments involved, but add to the gen- 
eral selling during a depression in order to establish tax 
losses. The investigation of practices of the Wall Street 
private bankers, which means primarily J. P. Morgan & 
Company, is providing interesting reading, but so far at 
least has failed to develop into a market factor. 


Market technicians found much encouragement in the 
action of the rail shares Wednesday, when their price aver- 
age went through the high point of last September thereby 
“confirming” the previous advance of the industrials into 
new high territory and, according to one widely respected 
theory, proclaiming that a long term bull movement is under 
way. Just as important has been the character of buying 
that has been in evidence during the past month or two. 
Considering the extent of the price gains, brokers loans have 
expanded by only modest proportions, and outright in- 
vestors have been adding to their holdings for the purpose 
of long term retention. This is not to say, of course, that 
pools, professionals and “ jigglers” have not been at work— 
any revival of public interest in the stock market is bound to 
bring out the speculative element—but long term buying 
has had much more to do with the rise than the in-and- 
out traders who merely follow the trend. 


With business improvement almost everywhere in evi- 
dence, and with the unprecedented powers of the Admin- 
istration to improve and sustain prices and corporate earn- 
ings, there appears no reason for investors to abandon their 
long pull positions regardless of intermediary reactions which 
are bound to develop from time to time. Such temporary 
periods of price recession may well be regarded as opportuni- 
ties for further accumulation of promising securities of well 
situated companies. 


4 a2 STOCKOMETER—THE TREND OF MARKET 


VALUES aa 


Working into new high ground above the levels of last Sep- 
tember gave stimulus to the thought that this upward move- 
ment had further to go. The gain in stock values for the week 
of May 17-24 was not extensive in that losses early in the week 
had to be made up by the late-week rally. Stock values gained 
$580 millions with apparently little drain upon resurrected 
purchasing power. That the technical position has been 
materially improved is beyond question, for stocks have been 
going into strong hands. The next real testing ground 
for the market is the November 9, 1932, high when stocks 
valued at $37 billions were $7.3 billions higher than at present 
levels. The turnover in stocks for the week was not as active 
as recently but amounted to 6.56 per cent. The loan ratio of 
1.42 per cent is still low enough to eliminate any thought of 
overextension by the public. The average price of all listed 
shares is $22.95 and the loans carrying them 33 cents a share. 


Nore: The ‘Market Value’’ dotted line shows THe FINANCIAL 
Wor.p's index for the market valuation of all stocks listed on the New 
York Stock Exchange, which compares with the official figures reported 
once each month by the Stock Exchange. The ‘“‘Loun Ratio’’ expresses 
the percentage of brokers’ loans (to Stock Exchange members) to total 
market value of securities listed. Percentage of monthly sales to total 
number of listed shares is shown by the line ‘‘ Turnover in Sales." 
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The Trend 
Things 


Digest and interpretation 
of business and financial 
developments 


Every important trade index published in the first five 
days of last week showed a gain over the preceding re- 
port, and several lines that had shown signs of slowing down 
their advance seemed to go forward again 


— with renewed vigor. The phenomenal part 
xtends = of the current improvement is not alone in 
Its Gains 


the distance that has already been traveled 
from the low point of last March, but also the fact that 
the recovery has been extended so far beyond the time when 
the spring peak in activity is usually seen. The basic steel 
industry is already two months beyond its normal peak, 
but shows signs of extending its gains for at least another 
week or two. Electric power output for six weeks has been 
going against the downward trend usually seen at this time, 
and the first half of May saw new building contracts make 
a really important gain for the first time in months. The 
improvement in the latter field is of more than passing inter- 
est because it was accomplished without the benefit of public 
works gains but entirely as a result of more active residential 
building. 

The new industry control bill now before Congress con- 
tains powerful weapons to combat declining prices, and that 
together with legislative potentialities for inflation doubtless 
have had their part in spurring new orders before material 
advances occur in prices for finished goods. The temporary 
business spurts that developed a number of times in the 
past several years were accompanied by little or no threat 
of rising prices, and resulted in negligible amount of re- 
employment, and in those respects differ from the improve- 
ment now being experienced. In the present instance in- 
creased purchasing power is being diffused among the 
working classes and the farm areas, and this renewed ability 
to buy goods is a factor that can be relied upon to sustain 
general business. It is too much to hope that the summer 
months will not see some recession from present levels of 
activity, but a resumption of progress seems indicated for 
the autumn. 


Inflation psychology was revived somewhat by Secretary 
Woodin’s request, under the terms of the Thomas amend- 
ment, that the Federal Reserve Banks purchase an addi- 

tional $25 millions of Government bonds for 


the purpose of releasing commercial credit. 
~eieternas The amount involved is insignificant in com- 
Expansion 


parison with the weekly purchases of about 
$100 millions witnessed in the Reserve’s cheap money pro- 
gram of a year ago, but it carries the suggestion that the 
Administration does not intend to allow this part of its 
inflationary powers to lie entirely dormant. However, the 
very modest amount set by the Secretary of the Treasury 
seems a clear indication that the so-called inflation program 
will proceed at a cautious pace and should hearten those who 
had feared the possibility of action that might endanger our 
monetary structure. 

The 90-city bank report for the week ended May 17 re- 
flected a moderate expansion of credit, totalling $28 millions 
as against a gain of $30 millions in the preceding week. 
Nearly all of the increase occurred in the New York district, 
however, banks here expanding their commercial loans by 
$23 millions. A rising trend of demand deposits continues to 
be general throughout the country, and this week’s increase 
of $172 millions follows a gain of $161 millions in the pre- 
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vious report. Time deposits have declined for many months, 
and have not yet turned upward; the explanation doubtless 
is that depositors have been drawing upon their savings for 
living expenses, and with further progress in reemployment 
these savings accounts should again begin to expand. 

Money continues to be quoted at its now characteristic 
low rates, and cheap credit can be expected to remain with 
us for some time to come. Business should shortly show 
more inclination to take advantage of available credit, but 
no great progress in that direction will be seen until corpora- 
tions largely exhaust their now ample cash reserves. 


Current proposals that the income tax be extended to in- 
clude dividend payments will, if actually passed and made 
applicable to corporations as well as individuals, present a 
serious problem to a number of holding com- 


ao panies. Of course, to remove corporate divi- 
— dends from their present exemption would 
Taxed? 


mean double taxation in any case; not only 
would the corporation pay a tax on its earnings, but the 
owners (stockholders) of the corporation would pay another 
tax on the same earnings when they received their share 
thereof. In the case of pyramided holding companies, with 
each intermediate company in the set-up having to pay 
income taxes on its dividend income, the remainder of which 
income it in turn pays out to another company higher up, 
the negligible amount left for the top holding company 
would make the process seem like confiscation. Many re- 
arrangements of capital structures and other important cor- 
porate changes will occur if the present tax proposal is 
adopted. 


Selection of Professor O. M. W. Sprague as financial and 
economic advisor to the United States carries at least the 
hint that the Administration has in mind some foreign ex- 
change stabilization plans perhaps along the 
lines of Great Britain’s managed currency 
policy in effect since 1931. If this is so, it 
would appear that there is no intention to 
return at least in the near future to the gold standard. The 
discount at which the dollar is now quoted in the foreign 
exchange markets places our exporters in a much _ better 
position than they would occupy with the dollar at parity, 
and it may be that the Administration intends to maintain 
that advantage. Left to its own course, the dollar would 
in time rise to parity because of our foreign trade and in- 
vestment position, and one way of at least temporarily cir- 
cumventing the normal workings of the law of supply and 
demand is to set up an exchange equalization fund such as 
England has operated under the counsel of Professor Sprague. 


Managed 
Currency 
in Prospect? 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928=100 
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Tue Components: This is an unweighted index of five sensitive series 
of industrial activity; new building contracts, electric power production, 
automobile output, steel mill activity, and merchandise, scellaneous 
and less-than-carload freight traffic. Adjustments have been made for 


normal seasonal! variation, and the average for the four years 1925-1928 
is used as the base. 
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The Cartelization of American Industry 


W hat are the 
object and 
purpose of the 
new National 
Industrial 
Recovery Bill? 


Will it bring 

about higher 

prices, better 
wages and 
increased 


em ployment? 


By ANobrew A. Bock, PH.D. 


been built on the fundamental prin- 

ciple of tree and unlimited competi- 
tion, a doctrine that has been codified in 
the anti-trust laws which prevent combi- 
nations into industrial groups having 
monopolistic tendencies. While these 
laws have protected people against the 
great evils of monopolistic price fixing, 
the damages worked by cut-throat com- 
petition and ensuing wage cuts and un- 
employment under the present system 
are equally condemnable and challenge 
the wisdom of existing laws regulating 
industrial activities. The Administration 
therefore plans to extend the ‘‘new deal’”’ 
to industry and business by means of 
the national industrial recovery bill and 
it is important that the owners of Ameri- 
can business, who are the large and small 
investors, know what effect this new 
legislation will have on the corporations 
in which they are interested. 

In his message accompanying the 
national industrial recovery bill, Presi- 
dent Roosevelt has requested that Con- 
gress provide for the machinery necessary 
for a great cooperative movement through- 
out all industry in order to obtain wide re- 
employment, to improve the standards of 
labor and to eliminate unfair competitive 
practices and disastrous overproduction. 

In essence the bill calls for the promo- 
tion by Congress of the organization of 
industry for the purpose of cooperative 
action among trade groups disregarding 
existing laws to the contrary. However, 
such a regulation of industry will be 
under strict governmental control and 
supervision, and the Administration will 
even have the power to coerce unwilling 
members in the various industrial groups 
to adopt trade codes that have been 
approved by the Government. 


Tie American business system has 


Present System Discarded 


While the emergency measures of the 
bill are now scheduled to last only two 
years, no one can earnestly believe that 
at the end of that period, with govern- 
mental control and supervision of indus- 
try well established and with industrial 
cooperative organizations firmly  en- 
trenched, the United States will go back 
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to the old system of unlimited and unre- 
stricted competition. 

The various provisions of the bill are 
comparable to the preambles of cartel 
agreements among industrial groups in 
Europe and furnish a basis for the assump- 
tion that this bill marks the first step 
toward a final cartelization of the Ameri- 
can business system, much according to 
European pattern. Even the motives for 
the introduction of the national industrial 
recovery bill are fundamentally the same 
as were those that existed at the origin 
of most European cartels. Their forma- 
tion was greatly stimulated and accel- 
erated in periods of economic distress and 
low prices as a result of destructive com- 
petition due to industrial overdevelop- 
ment. The principal object of such cartels 
was to restrict competition so as to enable 
the participating members to obtain re- 
munerative prices for their products. 
Similarly the new bill asks for the elimi- 
nation of ‘‘unfair competitive practices” 
and for the “improvement of standards 
of labor,’’ which can only be achieved 
through better prices. 


Comparison With Foreign Cartels 


There is a fundamental differenee be- 
tween the American situation and the 
formation of European business organiza- 
tions. In European countries, industry 
and business themselves took the ini- 
tiative and, unhampered by legal restric- 
tions, started to form cartels and other 
combinations on a national and interna- 
tional basis, thereby establishing a system 
of managed production and distribution. 
Of course, this movement was not free 
from abuses and undesirable monopolistic 
tendencies that were irreconcilable with 
the general welfare of the people. Conse- 
quently the Governments had to inter- 
fere, and gradually a cartel law was 
developed, giving these commercial prac- 
tices legal sanction and imposing restric- 
tions where needed. In the United States, 
due to the anti-trust laws reflecting a 
different business philosophy, the Gov- 
ernment had to take the initiative in 
shelving existing laws and allowing indus- 
try to do what it would have done long 
ago had it not been for the legal restric- 


tions preventing the formation of such co- 
operative organizations as called for in 
the new bill. 

The various European cartels can gen- 
erally be defined as a voluntary associa-~ 
tion of independent enterprises with com- 
mon interests and aims for the joint 
regulation of production and distribution 
and elimination of uneconomic competi-. 
tion. Under circumstances favorable to 
the cartels, they may develop into more 
closely-knit combinations which finally 
take the form of the much dreaded trusts. 
The fundamental difference between car- 
tel and trust is the complete legal inde- 
pendence of the various members of the 
cartel except as in regard to the particular 
phase of the business surrendered to the 
control of the cartel. 


Absolute Power in the Bill 


The constant aim of the European car- 
tels is to embrace the entire industry or 
trade su as to present a united front as 


buyer or seller and therefore they are: 


monopolistic in essence, and so are the 
organizations to be formed under the new 
bill despite the assertion that the anti- 


trust laws should be retained to prevent. 


monopolistic price fixing. Whereas the 
European organizers of industrial cartels 
have no legal means to force outsiders and 
dissenting groups to join the agreements, 
the national industrial recovery bill gives 
the Administration absolute power to 
make such agreements binding on the 
entire industrial group if accepted by the 
majority and approved by the Govern- 
ment. This feature would certainly 
facilitate and stimulate the expansion of 
a cartel movement in the United States 
once the hampering legislative restric- 
tions are definitely discarded. 
According to their specific purposes, 
cartels are usually classified into four 
groups: (1) territorial cartels, (2) price 
eartels, (3) production cartels, and (4) 
sales cartels. Territorial cartels allot to 
each member of the cartel a certain terri- 
tory, on a national or international basis. 
Price cartels are easiest to form and to 


manage as they restrict themselves to- 


price fixing without interference with 
production.. They are limited, however, 
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{n their adaption to certain raw materials 
and standard goods which do not involve 
a considerable range in prices. 

The production cartel has for its prin- 
cipal object the restriction of production 
and therefore is better adapted than the 
price cartel to deal with overproduction. 
The purpose of this category is to in- 
crease prices indirectly through restric- 
tion of production. However, the allot- 
ment of quotas to the various members is 
an arduous and complicated task and re- 
quires long and difficult negotiations each 
time the cartel agreement is to be 
renewed. A more advanced stage of com- 
mercial cooperation is represented by the 
sales cartels where a central agency 
handles all of the output of the various 
cartel members. Such cartels include in 
their activities price fixing, control of 
production, allocation of orders and other 
arrangements whereby competition iscom- 
pletely eliminated and solidarity assured. 

The national industrial recovery bill as 
submitted to Congress calls for the draft- 
ing of ‘‘codes of fair competition” by the 


4D. L&W.— 


various industrial groups but states defi- 
nitely that they should not be designed , 
to promote monopolies or to eliminate 


and oppress small enterprises. On the 
other hand, the Administration requests 
the power to force dissenting groups to 
accept the codes as established by the 
majority. If a historical parallel with the 
cartel movement in Europe is allowed, 
the assumption might be justified that 
American industry will follow a similar 
path toward a system of controlled 
economy, first starting with the forma- 
tion of a form of price cartels including 
regulation of production costs, as far as 
wages and working hours are concerned. 
From there it would be only one more 
step to the formation of sales cartels 
which, however, would require the repeal 
of existing anti-trust laws. 

The principal aim of the national in- 
dustrial recovery bill is higher prices, 
better wages and more employment. The 
inevitable consequence of such a move- 
ment, if successful, is an increase in im- 
ports and decline in exports due to the 


v 


higher price level in the American mar- 
kets as compared with foreign markets. 
While an import surplus would be a most 
desirable status for the United States 
inasmuch as it is the world’s largest 
creditor nation, it is obvious that indus- 
trial groups affected by such a develop- 
ment would clamor for increased protec- 
tion by tariffs or other measures. These 
conditions would militate against the 
promotion of the international trade that 
is generally recognized as one of the 
principal ways out of the depression. 
Such facts add further proof to the 
doctrine of economic and commercial 
interdependence of the various nations, 
according to which none can start a last- 
ing recovery of its own and permanently 
enjoy a standard of living higher than 
that of its neighbors. Consequently, to 
make the provisions of the national in- 
dustrial recovery bill lastingly effective, 
cooperation with other nations is essential 
and this will be attempted at the coming 
World Economie Conference in London 
in the near future. 


A Rail System of Leased Lines 


road wage agreement will begin in 

the near future, an old argument of 
the rail labor leaders will doubtless be 
advanced again as basis for their con- 
tention that there should be no further 
reduction in wages. In Washington and 
elsewhere, one of the stock arguments 
of the heads of the Brotherhoods has been 
that there should be no reduction in 
labor’s wages in order to permit the con- 
tinued payment of wages, or a return, on 
idle capital. Hundreds of thousands of 
former railroad employees are out of 
work; why, then, should those who still 
have their jobs be expected to accept. 
lower wages so that capital, representing 
idle plant and equipment, may continue 
to receive its return? 

Of course this argument entirely over- 
looks the fact. that) hundreds of millions 
of dollars of capital invested in railroads 
are receiving no return. Relatively few 
railroad stocks are paying dividends; 
many railroad bonds have defaulted. In 
view of impending reorganizations, rail- 
road capital will have to accept further 
heavy sacrifices. To this extent, the argu- 
ments of the rail labor chiefs may he 
granted. But when these leaders go so 
far (as they have done in Washington 
hearings) as to suggest that all railroad 
eapital charges including leased line 
obligations, should be sealed down that 
labor may benefit, it can easily be proved 
that they are arguing against their own 
best interests. 

Many of the large railroad systems are 
made up in large part of leased lines. 
The New York Central, Pennsylvania, 
and New Haven systems are three good 
examples. These systems consist to a 
very large extent of the interconnecting 
lines of a number of companies whose 
properties have been leased, usually for 
long periods, up to 999 years, and some- 
times in perpetuity. The terms of the 
leases usually provide for rental pay- 
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ments in the form of guaranteed dividends 
on the stock of the lessor company and 
guaranteed interest payments on their 
bonds when they have funded debt out- 
standing. Default in payment of guaran- 
teed interest or dividends would permit 
the owners of the lessor company’s securi- 
ties to abrogate the leases. In cases 
where the leased lines consist) only of 
small branehes or other unimportant 
mileage, this might not be serious. 
However, the leased mileage often in- 
cludes some of the most indispensable 
main line and terminal properties of a 
large system. Default) on leased line 
obligations in such instances might easily 
lead to serious disruption of operations 
and even to disintegration of the system. 
Only in eases where the lessee company 
owns most or all of the lessor company’s 
outstanding securities would it be safe 
from the disrupting consequences of 
default, unless the outside holders of the 
guaranteed bonds and stocks should show 
a surprising degree of docility in accepting 
reduction or elimination of income return. 


Perhaps the most striking example of a" 


leased line system is the Delaware, 
Lackawanna & Western. Leased lines 
account for 74 per cent of the total mile- 
age operated, and leased line securities 
comprise about 58 per cent of total 
capitalization. The capital stock of the 
D., L. & W. accounts for almost all of the 
remaining capitalization, as the direct 
funded debt of this company is negligible. 
If the D., L. & W. were to lose its leased 
lines, only a small railroad, operating 
mainly in the coal mining region of 
Pennsylvania, would remain. Almost. all 
of the system’s properties in the States 


of New Jersey and New York are operated 
under lease. The two most important 
leased lines of the D., L. & W. system are 
the New York, Lackawanna & Western, 
owning lines extending from Binghamton 
to Buffalo, N. Y., and the Morris & Essex. 
The latter, with the Lackawanna R. R. 
of New Jersey, another leased road, 
provides the D., L. & W. with its main 
line across northern New Jersey and 
important terminals in the Port of New 
York area. The lines of these three 
leased roads, together with the Pennsyl- 
vania lines owned directly by the D., L. & 
W. constitute a very valuable New York- 
Buffalo route. 

Under the terms of the four party 
agreement for eastern trunk line con- 
solidation, this New York-Buffalo route 
would be acquired by the New York 
Central, while the Oswego and Utica 
branches would be given to the Chesa- 
peake & Ohio. Especially in view of the 
ehanges in consolidation plans which 
may result from the coordinator adminis- 
tration envisaged in the new railroad 
legislation, it is not certain that the four 
party consolidation plan will be consum- 
mated as originally planned. However, 
it seems likely that the New York Central 
will eventually get the New York-Buffalo 
line of the Lackawanna. The first Na- 
tional Bank—-Baker interests, which are 
close to the New York Central, have large 
stock holdings in the D., L. & W., and it is 
believed that the acquisition could be 
effected without any great difficulty if 
official approval can be obtained and 
economic conditions provide the proper 
background. 

It is largely on these merger possibili- 
ties that D., L. & W. stock has sold above 
30 in recent markets, although the road 
has realized very substantial earnings 
in good business years. For 1932, a net 
loss of $2.5 millions was reported. For 
1931, net income was equivalent to 65 
cents per share of capital stock. 
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How Fast Can Earnings Be Regained? 


Since current and prospective earnings are the most important factor governing security 


values, maintenance of the recent sharp upturn in stock prices depends upon a rising trend of 


corporate income. Has the stock market outstripped the actual gains in business or will the 


recovery proceed at a sufficiently rapid pace to support a further increase in market prices? 


quently during the past few years 

that a recovery of general business 
conditions and corporate profits would 
proceed at a slow and irregular pace, ap- 
parently based on nothing more than the 
theory that it would be illogical to expect 
any other course after one of the most 
severe economic disturbanees in recent 
history. If this prognostication is to be 
borne out, the question arises as to how 
much of the recent advance in stock 
prices is justified by the actual and pro- 
spective improvement in general business 
conditions. In other words, if the re- 
covery from the low levels of last Mareh 
is to he maintained and extended, support 
must be fortheoming in the form of an 
early increase in corporate profits. 


Te opinion has been expressed fre- 


Reduced Expenses Important 


The same error in judgment which led 
many investors in 1930 and early 1931 to 
attempt to appraise the value of a 
particular stock on the basis of the results 
established in the excellent business years 
from 1925 to 1930 without giving weight 
to the important fact that business ac-- 
tivity in the early ’30s was following a 
downward curve is being brought into 
Play again, only in reverse order. In 
short, those who are questioning the re- 
cent advance in stock prices as being en- 
tirely too rapid and extensive on the 
basis of the improvement shown in earn- 
ings are again lending the greater em- 
phasis to past results, which are ad- 
mittedly poor and a matter of record, 
while giving insufficient weight to the 
prospective earnings which will be de- 
veloped in a period of rising business 
activity. The important question at the 
moment, then, is how fast ean earnings 
be regained which after all is the de- 
termining factor in the outlook for the 
security market. 

It is hardly neeessary to stress the 
greatly improved efficiency of our leading 
corporations, and the substantial reduc- 
tions in operating expenses which have 
been accomplished in the past three 
years, but these are very important. 
factors which must, be given full econsider- 
ation in appraising the prospects for 
restoration of earning power. Many 
corporations could handle a substantial 
increase in volume of business with only 
a nominal increase in operating expenses 
which would mean that the greater por- 
tion of the gain ; 
in gross income 
could be trans- 
lated into net in- 
come. This 


ally true in the 
case of the rail- 
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‘roads and publie utilities where the 
factor of leverage would operate to the 
advantage of the common stock. 

, Asanindustry the railroads have prob- 
ably suffered to a greater extent than any 
other group. Yet it would not require a 
very great increase in gross revenues to 
bring about a rather startling gain in net 
operating income. Total revenues of 168 
class 1 roads in the United States last 
year amounted to $2.8 billions which pro- 
duced $732.5 millions in net revenues as 
compared with gross of $3.8 billions and 
net. of $977.1 millions in 1981. The 
latter year was then considered one of 
the poorest in railroad history, but was 
relatively prosperous compared to 1932. 
Expenses last year were reduced approxi- 
mately 25 per cent, or roughly the same 
pereentage decline as recorded by both 
gross and net revenues. Assuming that 
the greater portion of operating savings 
will be retained (it costs little more to 
haul 10 freight cars than it does 7) and 
allowing for an increase in maintenance 
outlay to 1931 levels, a restoration of 
1931 gross revenues should produce net 
revenues from railway operation amount- 
ing to $1.46 billion or an inerease of 
roughly 50 per cent over the amount re- 
ported for this item in 1981. Attainment 
of 1931 gross figures within a fairly short 
period with the continuanee of a rising 
trend of general business activity seems a 
conservative expectation. 

The publie utility industry has main- 
tained gross revenues comparatively well 
in relation to the majority of other in- 
dustries, but net has suffered to a much 
greater extent since in this business there 
is not the same opportunity to reduce 
operating expenses when demand de- 
clines, as virtually the same operating 
requirements exist regardless of variations 
in demand. Nevertheless, substantial 
economies have been effected in the past. 
three years. In 1930 operating expendi- 
tures of the electric utilities amounted to 
$946.1 millions; in 1982 this had been 
pared to $839.6 millions, a decrease of 
12 per cent. On the basis of present 
operating efficiency it is estimated that 
it would require a gain of only slightly 
over 5 per cent above 1932 in dollar 
volume of sales to commercial users to 
produce net. earnings equivalent to those 
reported for 1930. The decline in total 


revenues is represented almost entirely 
by the decrease in industrial consumption 
so that a rising trend of business activity 
would bring about a sharp increase in 
earnings for the electric utilities, while 
the factor of leverage in utility capital 
structures would produce an even more 
startling increase in the amount available 
for the common stock. 

A few examples will suffice to illustrate 
the possibilities for rapid earnings re- 
covery among the industrial companies. 
General Motors, for instance, earned only 
11 cents a share in the first quarter of 
1933 whieh would hardly seem to justify 
a price of above 20. Yet on the basis 
that the company’s 15,000 dealers last 
year sold 510,000 cars, each dealer in the 
next year need sell an average of only 
one additional car every two weeks to 
bring sales volume back nearly to 1931 
levels, a year which produced earnings of 
$2 a share on the common stock. Further- 
more an average price increase of $50 
per car, even on the basis of 1932 
volume, would mean an increase of ap- 
proximately 60 cents a share on the com- 
mon stock. 


Rising Commodity Prices Beneficial 


Recent increase in commodity prices 
coupled with the improvement in con- 
sumer demand will have a very important 
influence on the earnings of the leading 
chain store systems. The Great Atlantic 
& Pacifie Tea Company. with 15,427 
stores, reported the lowest’ volume of 
sales on a dollar basis last. vear of any 
period since 1927, despite the fact that 
total tonnage sold was only 4 per cent 
less than in 1931. Total sales were 
equivalent to $864 millions as compared 
with $1 billion in the preceding year. 
The general decline in commodity prices 
which prevailed throughout 1932 was 
largely responsible for the decrease in 
dollar sales and a lower margin of profit. 
Disregarding the fact that. the upward 
trend in commodity prices might restore 
1931 sales volume in a relatively short 
period, it is interesting to observe that 
on the basis of average sales per store 
per day last year of $183, it would re- 
quire an increase of only $27 in daily 
sales to bring annual sales volume up to 
1931, without any inerease in prices. It 
is obvious that prices will not remain 
stationary in the face of a rising trend in 
commodity prices, so than an increase in 
demand _ result- 
ing from im- 
proved business 
eonditions,. 
coupled with an 
increase in retail 
(Please turn to 

page 528) 


511 


t 
g 
D 

: 


BULLS AN 


AMONG 


THE 


pb BEARS 


These reviews were written immediately preceding closing time of this issue 


The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Air Reduction 4 


The stake ot Air Reduction in the poten- 
tialities of ‘‘dry ice’? has been further 
enhaneed through the expansion of its 
affiliate, Pure Carbonic Company, which 
has arranged to take over the dry ice and 
solid carbon dioxide business of the De 
Lancey Chemical Company. Under the 
terms of the contract Pure Carbonic’s 
sales of dry ice in the East will be ma- 
terially enlarged for it will open up the 
Philadelphia territory. Air Reduction 
holds a 60 per cent stock control of Pure 
Carbonic while U. S. Industrial Alcohol 
owns 2U per cent of the stock. 


ALLEGHANY CORP. continues to suffer 
impaired income on its investment holdings. 
reporting a loss of $344,161 for the first 
quarter of 1933 against a net profit of $26 4,- 
099 in the same period of a year ago. 


American Can 4 _ 
The upturn in the consumption of canned 
goods since March has been reflected in 
a sharp gain in operations at the plants of 
both American Can and Continental Can. 
A continued reduction of stocks on hand 
and a fair degree of favorable weather 
during the peak canning months of June, 
July and August would permit the can 
manufacturers to show a marked recovery 
in earnings for the current vear. Prices of 
tin containers were better stabilized dur- 
ing May than in any month in the past 
two years. aud this is regarded as a defi- 
nite sign of improvement in the trade. 
Both American and Continental have 
given excellent accounts of themselves 
marketwise in recent weeks but if the 
turn in earnings has actually come they 
may do even better in discounting longer 
term improvement. 


AMER. BEET SUGAR stockholders will 
meet on June 13, 1933. to vote on a pro- 
posal to change the name of the company 
and the par value of the stock from no par 
to such a stated value as may be determined. 


American Rolling Mill 4 ag 
The retunding of $15 millions of 44% per 
eent notes which mature on November 1, 
1933, have been a factor of uncertainty 
in the American Rolling Mill situation for 
some time but a plan has now been per- 
feeved to solve the problem. The advance 
in the price of the bonds from a low of 
45 to over 80 on the New York Curb indi- 
eates the increasing confidence that the 
retunding operation will be handled suc- 
eesstully. Under the plan a percentage in 
eash with the balance in bonds of a later 
maturity will be offered to the note- 
holders. The recent pick-up in Armco’s 
operations, which have reached about 
50 per cent of capacity, is a factor which 
should contribute heavily to the favorable 
acceptance of the funding plan. 
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AMER. SAFETY RAZOR failed to react 
to the announcement that the 75-cent quar- 
terly dividend had been declared. Earnings 
for the first quarter, which is not the most 
favorable of the year, were 2 cents under the 
dividend requtrement. 


Barnedall 4 


After eutting losses for 1932 to $847,000, 
Barnsdall again went deeper in the red 
ink in the first quarter of this year, losing 
$852,803 or more than in all of last year. 
In the first three months of 1932 a net loss 
of $390,125 was reported. The period was 
not without its constructive develop- 
ments, for since January 1, when bank 
loans of $2.4 millions were outstanding, 
$850,000 or one-third of the total were 
retired. As the company has no funded 
debt or preferred stock ahead of the 
common shares the reduction of notes 
payable to banks will directly strengthen 
the earnings position of the capital stock. 


BRIGGS & STRATTON declared the 
reqular quarterly dividend, payable June 30, 
1933, despite the fact that il was unearned. 


Brooklyn Union 4 


Signs of a loosening of the public purse 
strings are found in the announcement 
that gas appliance sales of Brooklyn 
Union Gas for April were the highest since 
October, 1931. The gain scored for April 
over the preceding month amounted to 
163 per cent. While sales of appliances 
represent a minor source of revenue to the 
big utility, at the same time they have 
often proved to be a forecast of future gas 
consumption. The gain in this instance, 
however, probably represents an accumu- 
lation of orders which have been deferred 
awaiting definite evidence of business 
recovery. 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 

err: Sound Bonds ...... 25 
ll. ... Sound Preferreds 25 
Hil... Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


E. G. BUDD is diversifying its line of 
automotive products with a new item, a steel 
portable store which can be used for a “hot 
dog’’ stand lunch counter, or other similar 
pur poses. 


Byers A “D+” 
Joining the rush to buy raw materials 
before the general price advance gets 
further under way, the management of 
A. M. Byers has purchased a year’s supply 
of Bessemer pig iron from Davison Coke 
& Iron. The contract was signed just 
before the recent advance in Bessemer 
iron of $1 per ton, the new price being 
$16 per ton. Thus A. M. Byers has an 
immediate inventory profit of slightly 
over 6 per cent on its commitment. 


CATERPILLAR TRACTOR is gradually 
reducing ils loss, having cut its deficit for 
April to $87,896 from an average monthly 
loss of $101,294 in the first quarter. 


Chrysler 4 “C+” 


Sharply increased demand during the past 
two months has brought sales to a level 
which suggests profitable operations for 
Chrysler during the current quarter. Pre- 
dictions are now being made that a profit 
will be shown for the six months ended 
June 30, 1933, despite the fact that the 
company suffered a loss equal to 70 cents 
per share of common in the first quarter 
of the year. Net profit for the June 
quarter of 1931 amounted to 73 cents per 
common share. Thus if the present 
period wipes out the deficit of the last 
quarter it will be necessary to go back to 
the September, 1929, quarter to find a 
more profitable three months period for 
Chrysler. 


COLUMBIA GAS is attracting renewed 
interest on the basis of a revival in the in- 
dustrial centers it serves. Earnings have 
been fairly well maintained and b..nk loans 
have been reduced at a rapid pace. 


Commonwealth & South’n 4 “C” 


The market action of Commonwealth & 
Southern has proven rather disappoint- 
ing to many investors who feel that it 
has not moved forward with the general 
upturn in prices. An explanation of the 
laggard action of the stock is found in the 
report published last week for the twelve 
months ended April 30, 1933, which 
shows net income of $9.6 millions or 2 
cents a share on common, against $20.2 
million or 33 cents a share for the preced- 
ing year. There is a ray of sunshine in 
the report, however, for gross earnings in 
April at $8.6 millions represented a slight 
increase over the $8.5 millions in March. 
(Please turn to page 522) 
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Realignments 


In Aviation 


* Changes in control of numerous aviation companies during 
the past several months have a distinct bearing upon future 
prospects of these enterprises. 


By JAmes C. DE LONG 


front coupled with talk of inflation 
have been the main influences in 
the recent rise in security prices in 
which aviation issues have shared only 
to a limited degree. Neither the manu- 
facturing nor transport division of the 
industry has experienced more than 
moderate seasonal improvement during 
the past few weeks; likewise few com- 
panies in this group have large inventories 
which might be favorably affected by 
inflation. Nevertheless, aviation issues 
have participated to some extent in the 
general advance, and the reason appears 
to be the merger wave which has swept the 
industry during the past few months and 
which in many instances has changed man- 
agement, policies and future prospects. 
The recent contest for control of Avia- 
tion Corporation of Delaware which ended 
in a compromise victory for E. L. Cord 
of Auburn Automobile fame and the less 
dramatic passing of control of North 
American Aviation to General Motors 
interests have a significant bearing upon 
the future of aviation in this country. 
During the past fifteen years of commer- 
cial exploitation of the aeroplane, the 
industry has been financed by speculative 
capital, controlled by Wall Street and 
managed by individuals who, in the main, 
have not been trained in the rudiments 
of sound business administration. De- 
spite these obvious handicaps, the in- 
dustry has shown remarkable progress 
and a projection of its commercial future 
at the present time need contain small 
element of conjecture. 


Biren gains along the business 


Business Leaders Turn to Air 


Holders of aviation securities need no 
better assurance of the industry’s present 
status and future prospects than the 
recently witnessed efforts of astute busi- 
hess men to establish representation in 
the air transport field. To these men 
the halo of romance which has long been 
associated with the industry means 
nothing. Spectacular “stunts,” which in 
the beginning provided a plethora of cap- 
ital to the business, have been completely 
disregarded by conservative business 
leaders. Instead. they have closely 
followed the record of operations and 
earnings of the industry during the past 
four years and have based their decision 
to lend support to the industry upon this 
tactual data. That this record is impres- 
sive can be seen from the following sta- 
tistical picture of the industry’s growth 
since 1926: 


MAY 31, 1933 


1926 1932 Gain % 
Passengers carried. . 6,000 540,681 5,900 
Air express (lbs.)... 3,500 1, 45,600 
Air mail (Ibs.)...... 10,000 7,393,257 810 
Schedule miles... .. 5,500,000 50,932,967 825 

Number of: 

Transport companies 19 31 63 
Air Mail carriers... 3 12 300 


Transition of the industry from the 
field of speculation to an adjunct of sound 
business means that it has a definite 
place in our economic structure and that 
it is rapidly approaching the self-support- 
ing stage. This is particularly true of 
the transport division of the business, 
which has witnessed radical changes in 
ownership and management during the 
recent past. Although profitable opera- 
tions have not been realized as yet, the 
pay-point is rapidly being approached 
by numerous companies through the dual 
factors of increased traffic and declining 
costs of operation. 


A Significant Merger 


As a result of the merger of North 
American Aviation and General Motors’ 
aviation subsidiary, General Aviation, 
and subsequent purchases of stock of 
North American by General Motors from 
National Aviation and United Aircraft, 
Generai Motors now is reported to have 
a 51 per cent interest in North American 
Aviation. This company is one of the 
largest air transport companies by virtue 
of its 100 per cent ownership of Eastern 
Air Express and Ludington Air Lines and 
substantial holdings of Transcontinental 
Air Transport stock. This latter com- 
pany in turn owns 4714 per cent of the 
stock of Transcontinental Western Air, 
its operating subsidiary, while an equal 
amount is held by Western Air Express. 
General Motors’ control of this vast air 
transport system was virtually assured 
through purchase of approximately 35 
per cent of the stock of Western Air 
Express during the past year. Last week 
it became known that North American 
Aviation had extended its holdings of 
Western Air Express to 51 percent. This 
system now ranks second from the stand- 
point of mail, passengers and express 
earried. 

Early last year E. L. Cord turned over 
to Aviation Corporation (Delaware) his 
ill-starred ventures, Century Air. Lines 
and Century Pacifie Lines, receiving 
therefor 140,000 common shares of Avia- 
tion Corporation. Through subsequent 
open market purchases of this stock and 
a suecessful proxy contest. control of 
Aviation Corporation passed to Cord 


Corporation. Aviation Corporation’s 
wholly owned transport subsidiary, Amer- 
ican Airways, which now ranks third in 
the air transport field, operates a coast- 
to-coast service which is complemented 
with feeder lines which serve principle 
eenters of population in the eastern, 
middle-western and southern states. 

Aside from persistent rumors that 
control of United Aircraft & Transport 
has passed to du Pont interests during 
the past weeks, this ranking member of 
the industry has thus far maintained its 
independence from outside control, prob- 
ably due to the fact that it is a self- 
contained unit and enjoys many com- 
petitive advantages. In addition to its 
wholly owned subsidiary, United Air 
Lines, which operates a coast-to-coast 
system covering more than 40 major 
cities, the company has a minority inter- 
est in Pan-American Airways which 
maintains an air mail, passenger and 
express service between this country and 
several foreign countries. 

Recent realignments in the air trans- 
port field have not materially changed 
the relative competitive positions of the 
chief manufacturing units. Due to the 
keen competition which exists in this 
field there has been a tendency for the 
transport companies to give preference 
to the products of those manufacturers 
which insure the best service rather than 
favoring the products of companies with 
which some corporate relationship exists. 
Proof of this is seen in the recent purchase 
of Curtiss-Wright equipment by Aviation 
Corporation, despite the fact that the 
company’s sister enterprises. Stinson 
Aircraft and ‘Lycoming Manufacturing, 
are important factors in the aireraft 
manufacturing business. Curtiss-Wright, 
which has heretofore been the chief 
purveyor to North American Aviation 
and to a lesser extent to Transcontinental 
Air Transport, now must compete more 
directly with’General Aviation and the 
engineering genius of General Motors, but 
itsstrong competitive position and diversi- 
ty of markets are reassuring factors. 


A Selection of Stocks 


The past four years of depression 
have practically purged the aviation in- 
dustry of its ‘‘trial and error’? methods 
which characterized the business during 
itsinfaney. The day of ex-pilot managers 
has passed as has the old method of oper- 
ating on speculative capital. The in- 
dustry has found its legs and under a 
more conservative leadership should be 
paying its way in the not too distant 
future. Probabilities of a prolonged and 
disastrous competitive struggle for busi- 
ness between the ‘‘ Big Three”’ transport 
systems which has been mentioned fre- 
quently appear remote, as there is little 
overlapping in territories served and each 
is favorably situated, both in respect to 
mail contracts and potentialities for 
increasing passenger and express volume. 
Those companies which appear best 


situated to participate in the growth 
of the industry and whose issues accord- 
ingly appear in the more favorable spec- 
ulative position include United Aircraft 
& Transport, North American Aviation, 
Aviation Corporation (Delaware) Curtiss- 
Wright and Douglas Aircraft. 
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T HAS been increasingly difficult to 
acquire at low prices sound common 
stocks which are in a position to 

share in the possibilities of modification 
and repeal. But one stock appears to have 
been overlooked as a beneficiary of the 
change in law and despite its advance this 
year it appears to be a laggard behind the 
market. Thatcher Manufacturing at cur- 
rent levels is selling for only five times its 
average annual earnings of the past ten 
years. In addition, the present price of 
the stock is equal to the company’s cash 
on hand on a per share basis and is 25 per 
cent under the net working capital per 
share. More interesting, however, is the 
change in law, effective June 1, 1933, 
which will mean an increased demand for 
milk bottles, the company’s primary 
product. 


A Leader in Milk Bottles 


Founded in 1889 as a manufacturer of 
milk bottle caps and dairy supplies, the 
expansion of Thatcher Manufacturing has 
been rapid since it began producing glass 
milk bottles in 1905 at the rate of 7.5 
million bottles per year. Now the com- 
pany has a maximum yearly output of 
166 million bottles, representing over 40 
per cent of the total 288 million bottles 
consumed in the country in a normal year. 
Bottles are produced under long term 
contracts using the Owens and Hartford- 
Empire automatic machines, and sales 
are made direct to the large milk dis- 
tributors including Borden and National 
Dairy Products. 

In April, 1931, Thatcher Manufactur- 
ing sought to strengthen its position in 
the manufacture of other glass containers 
and used its investment in the old Turner 
Glass Company to organize the General 
Glass Corporation. A 50 per cent interest 
in General Glass was acquired with the 
Hocking Glass Company holding the 
balance. The new General Glass Cor- 
poration now operates plants having a 
eombined capacity of 85 million bottles 
as well as other types of glass containers. 
Since modification of the Volstead Act, 
General Glass has been turning out beer 
bottles at the rate of 12 million per 
annum. These plants are also equipped to 
produce any other type of white or colored 
liquor bottles, as well as glass specialties 
such as mugs, steins, stemware or 
pitchers. 
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Up to.the present time beer bottles have 
naturally proved to be a comparatively 
minor source of revenue. Outright 
repeal of the Prohibition Amendment 
would be a more constructive develop- 
ment, for the company is equipped to 
produce the fancy and more profitable 
type of bottle required for expensive 
alcoholic beverages. At present, therefore, 
Thatcher Manufacturing must be con- 
sidered more for its leadership in the 
milk bottle field, which is not devoid of 
possibilities. 

It has been estimated that not more 
than 60 per cent of the country’s milk 
supply which is used for home consump- 
tion is sold in glass bottles. Prior to 1930 
the trend was distinctly upward in the 
extended use of bottled milk, but this 
expansion of demand was curbed by the 
depression. In the interest of health, how- 
ever, numerous large cities of the United 
States have considered ordinances re- 
quiring the distribution of milk in bottles. 
This week (June 1) New York City, in- 
cluding its five boroughs with a popula- 
tion of millions, will begin the enforce- 
ment of its new legislation forbidding the 
sale of loose milk at retail. About 30 per 
eent of New York City’s milk distribu- 
tion has been handled without the benefit 
of bottles, and it is believed that the 
institution of the ordinance will call for 
an increase in bottles to handle the milk 
which has been distributed by can and 
dipper. Thatcher is in an excellent posi- 
tion to obtain the bulk of this new 
business. It also seems probable that 
the example set by New York will be 
followed by other large metropolitan cen- 
ters. Thatcher is strongly entrenched in 
serving the requirements of Boston, New- 
ark, Philadelphia, Chicago and other 
large cities. 


A Stable Earnings Record 

Because its business has been conducted 
almost entirely with the large dairy com- 
panies, Thatcher attained a rather high 
degree of stability in sales and earnings 
until the demand for milk began to 
shrink in 1931, when many homes turned 
to canned evaporated or condensed milk. 
The record of the past decade illustrates 
the trend of the company’s margin of 
profit: 


Years *Earned 
ended Net Net Profit er 
Dec. 31 Sales Income Margin Share 
1923 $6,326,900 $395,982 6.2% $3.29 
1924. 5,463,808 277,360 0 2.31 
1925. 5,618,171 284,877 5.1 2.37 
1926. 5,541,191 519,142 9.3 4.32 
1927. 4,940,957 545,841 11.0 3.48 
1928. 4,832,6 737,555 11.1 2.04 
1929. 5,031,694 921,189 18.3 3.28 
1930. 4,241,199 737,610 17.3 1.99 
1931. 3,462,635 616,808 17.7 1.08 
1932. 2,838,237 369,907 13.0 D-0.68 


*Based on stock outstanding at close of each 
ear; irregularity in per share earnings reflects 
ssuance and retirement of preferred stocks. 
D- Deficit. 


Another “Repeal” Beneficiary? 


It will be noted that the company was 
able to achieve a profit margin of as high 
as 18.3 per cent in 1929, indicating the 
lucrative profits on this type of business 
in good times. But it will also be noted 
that in 1932, despite a margin of profit 
of 13 per cent, the company showed a 
loss applicable to the common shares, 
There have been three separate changes 
in capitalization since 1924 and in addi- 
tion common shares have been issued 
from time to time in the purchase of new 
properties. At the close of 1932 there 
were outstanding 125,000 no par shares 
of $3.60 cumulative convertible preferred 
stock entitled to $50 in liquidation, $60 
on call and convertible at any time into 
common on a share for share basis (6,500 
shares of preferred are held in the com- 
pany’s treasury). No par common stock 
now outstanding amounts to 146,836 
shares. The company has no _ direct 
funded debt but is a joint guarantor of 
interest on $744,000 of Ist mortgage 6s, 
1939, of the Turner Glass Company, 
which became a part of the new General 
Glass Corporation. 


Strong in Cash 


Financial position has been well main- 
tained despite cash expenditures for new 
properties and for improvements on plant 
and equipment. At the close of 1932 eur- 
rent assets of $2.6 millions were 61% times 
all current liabilities of $399,689. Cash 
on hand and eertificates of deposit 
amounted to $1.75 millions, equivalent to 
$12 per share of common stock or approxi- 
mately the present market price. Net 
working capital aggregated $2.2 millions 
or $16 per share of common, 25 per cent 
more than the current market price of the 
stock. Depreciation in the amount of 
$3,372,038 has been charged against the 
property valued at $2,967,735, thus leav- 
ing a net value of $595,697 for properties 
appraised at over $3 millions in 1927. 
Licenses and formulas are valued at $1.12 
million, but no valuation is included for 
good-will. At the close of 1932 the book 
value of the common stock was $21 a 
share, excluding intangibles. 

With any return of moderately favor- 
able conditions, Thatcher Manufacturing 
should be able to bring sales back to the 
$4 million level. On the basis of $4 mil- 
lion sales and a profit margin of 17 per 
cent, earnings after preferred dividends 
would be in excess of $1.60 per share of 
common stock. No quarterly statements 
are published, and the report for the six 
months ended June 30 will cover the 
company’s least profitable season. The 
peak of production is reached during July 
and August with a high rate of activity 
eontinuing in the early fall months. In 
the first half of 1931, for instance, 5 cents 
a share was earned while in the last six 
months of that year earnings amounted 
to $1.04 a share. Thus Thatcher must be 
considered more for its longer term possi- 
bilities, and the highly irregular seasonal 
factor in earnings is one explanation of 
why the shares have lagged the balance of 
the market. 
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Bond Market Status of Second Grade Rails 


Edited by GEORGE H. DIMON 


into new high ground for 1933, and 

reached the highest price level 
since last October. There was a prac- 
tically unbroken rise in the bond price 
averages from the third week in April to 
May 19. Then after a few days hesitation, 
the advance was resumed, and the aver- 
ages went into new high territory. This 
action was largely due to substantial 
advances in industrial bonds and in sec- 
ond/grade rails. 

The improvement in industrial bonds 
has beey largely among obligations of 
companies whose shares are known as 
“inventory stocks.’’ Bonds of meat pack- 
ing, tire and rubber manufacturing, oil 
and non-ferrous metal companies have 
been conspicuous. Bonds of other indus- 
trial companies, such as the steels, for 
which raw material inventories are less 
important, but which should benefit 
quickly from any quickening in the tempo 
of business, have also scored good gains. 

In percentages, and also in number of 
points in many instances, these advances 
in industrial issues have been overshad- 
owed by the sensationa] gains in low 
priced railroad bonds in the past five 
weeks. Many speculative rails have 
doubled or trebled in price; a few are 
selling for four or five times the 1933 lows. 
In these substantial gains, the low priced 
rail bonds have merely followed the mar- 
ket tradition of fluctuations concomitant 
with the related equity shares. Last week 
the rail stock averages went through the 
high level for the summer advance of 1932. 

There is some solid ground for this 
marked improvement in the recent increase 
in traffic and earnings of the rail carriers. 
Railroad traffic, as measured by ear !oad- 
ings of revenue freight, is now above the 
level of 1932. The 1933 ear loadings line 
crossed the 1932 line in the week ended 
May 13, the first time, except for weeks 
in which the comparison was distorted 
by holidays, that freight traffic has 
shown an increase as compared with the 
corresponding week of the preceding vear 
since the beginning of the bear market. 
The outlook for continuance of the com- 
parative improvement in traffic, and the 
prolongation of the freight rate surcharges 
to September 30 and of the 10 per cent 
wage ‘‘deduction”’ to October 31 all point 
to better railroad company earnings in 
the months just ahead. 

At the same time, it must not be for- 
gotten that there is a less favorable side 


|e week the bond averages went 


AN UNDERVALUED BOND 


RIE refunding and improvement 5s, 

although selling for about twice the 
extreme low price of 1933, at recent quota- 
tions around 40, still appear to have possi- 
bilities as a speculative commitment. The 
Erie is not in especially strong financial 
position, and its junior bonds can not be 
considered suitable for commitments by 
conservative investors. However, they 
might be considered by those who are in a 
position to take the risks involved in the 
purchase of secondary rails in preference 
to other issues which have advanced more 
sharply on a percentage basis. 

The Erie reported net operating income 
of $1.4 million for the first quarter of 1933, 
as against operating net of $2 millions for 
the first three months of last vear. Freight 
traffic, which was about 13 per cent below 
1932 in the first quarter. is now close to 
last year’s levels. A relatively moderate 
further improvement in traffic would 
enable the road to cover fixed charges 
fully. 


to the picture. Many railroads are in very 
weak financial position and are largely or 
entirely dependent upon the Reconstruc- 
tion Finance Corporation for the financial 
assistance without which they will not be 
able to meet bond interest and other 
charges in 1933. The Railroad Credit 
Corporation is making no new loans since, 
under the new arrangement, the sur- 
charges are being retained by the rail- 
roads which collect them. The present 
policy of the Reconstruction Finance Cor- 
poration is much less liberal than that 
which was followed in 1932 in respect to 
rail loans. The Administration sponsored 
Railroad Emergeney Bill directs that no 
further R. F. C. loans be made to railroads 
not in a position to weather the depres- 
sion, but whether or not this legislation is 
enacted, it is evident that the Interstate 
Commerce Commission is going to be 
much more critical of loan applications 
than it was last vear. 

Since some of the railroads in weak 
financial position will not be able to pay 
bond interest much longer without 
R. F. C. aid, even assuming that the 
recent earnings improvement continues, 


further railroad reorganizations seem in- 
evitable. Thus, it would seem that com- 
mitments in the junior bonds of financially 
weak railroads should be regarded as 
equity commitments rather than pur- 
chases of fixed income bearing obligations. 
This does not, of course, mean that such 
purchases might not prove decidedly 
profitable in the long run, since the income 
bonds and stocks of reorganized railroads 
may, in many cases, have very substantial 
value in the future. 

One of the most spectacular advances in 
speculative rail bonds has been that re- 
corded by Chicago & North Western 
434s, 1949, which sold above 25 last week 
as against a 1933 low of 4144. This gain is 
partly due to the fact that the road sue- 
cessfully negotiated the May 1 maturity 
of its 5 per cent debenture bonds with the 
aid of an R. F. C. loan for the payment of 
50 per cent of the principal of these bonds 
in cash. The financial status of the road 
is very weak, and as of March 31, 1933, 
current liabilities were more than $10 
millions in excess of current assets. A net 
loss after charges of $4.9 millions was re- 
ported for the first quarter of 1933. The 
company has already borrowed large sums 
from the R. F. C. and a recent balance 
sheet showed loans and bills payable of 
over $24 millions. A substantial improve- 
ment in traffic has been witnessed since 
the end of the first quarter, but it will 
require a large further increase in future 
months if a substantial deficit for the full 
year 1933 is to be avoided. The road has 
a top-heavy capitalization, with 70 per 
cent in bonds. It has an important under- 
lving bond maturity to meet later in the 
year. 

There are other similar cases among 
railroads whose junior bonds have scored 
sensational advances. While the better 
traffic outlook provides some justification 
for these advances, it does not entirely 
remove the danger of reorganizations 
which would mean important changes in 
the status of the holders of junior bonds. 
On the other hand, the betterment in 
traffic has apparently come in time to save 
some of the ‘‘border line cases’’ from 
necessitous reorganization. A bond of 
such a railroad is described briefly on 
this page. 

Bond redemption calls last week in- 
cluded Computing-Tabulating-Recording 
Co. 6s, 1941—$496,000 at 105 on July 1; 
and Republic of Poland external 8s, 1950 
—$700,000 at 105 on July 1. 
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have presented an extremely un- 

usual and paradoxical picture of 
sharing in leadership of a broadly advanc- 
ing market while production has been 
again running wild and the price structure 
has been gradually giving way, just at the 
time of year when seasonally expanding 
demand should have been making for 
higher prices. After the shutdown of 
East Texas, which ended on April 24, the 
Texas Railroad Commission upset the 
hopes of the industry by setting allowable 
output for that area at about 790,000 bar- 
rels daily instead of the 400,000 barrels 
that had been the goal upon which higher 
prices were anticipated. The price of East 
Texas crude immediately fell to 10 cents 
a barrel, and although a number of pur- 
chasers have since raised their postings to 
25 cents, the level is still too low to sup- 
port existing price schedules on refined 
products. The country’s crude output 
jumped from 1,795,500 barrels daily aver- 
age for the week ended April 22 to 2,733,- 
850 barrels for the week ended May 13 
and crude runs to refineries expanded to a 
point above last year’s level after having 
remained consistently below a year ago 
since the beginning of 1932, except for one 
week in March of this year. 

In the face of such circumstances, what 
are the forces that have maintained hope 
in the industry and strength in the oil 
shares? First, there has been the knowl- 
edge that the Federal Administration was 
fully cognizant of the difficulties standing 
in the way of production control and was 
definitely planning legislation designed to 
overcome the obstacles and make possible 
an effective conservation of this most 
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D «> recent weeks the oil shares 


Relief Ahead 
for the Oils 


By C. C. BAILEY 


valuable national resource. As the third 
largest industry of the country, petroleum 
would naturally receive major considera- 
tion in the far-reaching program of control 
of industry for the purpose of achieving 
rationalized production and distribution 
and higher prices and wages. The general 
method of achieving these aims is through 
elimination of destructive competition 
and the enforced cooperation of refractory 
minorities for the good of the whole 
industry. 

In addition to the genuine encourage- 
ment from Government action, there has 
been more recently brought to light a 
definite scientific and economic basis for 
viewing the oil outlook with optimism. In 
recent hearings before the Texas Railroad 
Commission, recognized oil engineers and 
geologists have predicted that the present 
unrestrained rate of flow from East Texas’ 
10,000 wells is so rapidly dissipating the 
gas pressure of the area that the entire 
field will have to resort to pumping by 
mid-summer, and that even with the 
most careful control of output the flush 
production period could probably not be 
prolonged beyond the end of 1933. 

It therefore seems rather clearly indi- 
cated that in one way or another East 
Texas is on the verge of being removed 
from the position of nemesis of the indus- 
try which it has occupied since its develop- 
ment early in 1931. Several hundred wells 
are reported to be already on the pump 
and the suppliers of oil field equipment, 
such as National Supply and Oil Well 
Supply (U. S. Steel subsidiary), are al- 
ready receiving the first impulse of busi- 
ness in this area, which it is estimated will 
require a total expenditure of around $50 
millions to equip all the wells for pumping. 

The oil stocks are of course already dis- 
counting something of the indicated im- 
provement ahead by the quite substantial 
advances scored since recommended in 
these columns in our issue of April 12. 
The possibilities for earnings improve- 
ment, however, are comparatively great in 
this industry, which has suffered only a 
very moderate decline in demand for its 
principal product, gasoline; and the specu- 
lative possibilities in these stocks in re- 
flecting substantial improvement in earn- 
ings over the coming year still appear to 
be adequate. 
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French National Railways 
Show Big Loss 


i page who view the coordinator plan 
for American railroads with satisfac- 
tion solely because they consider it a step 
in the direction of government ownership 
would do well to examine the record of 


government-owned railways in other 
countries. The huge losses of the Canadian 
National Railways System are fairly 
well known in the United States, but 
there is comparatively little knowledge of 
the record in other countries which have 
adopted government ownership. 

The French railways have incurred a 
deficit of about 15 billion franes in the 
last ten years, and it is estimated that 
they are now losing at the rate of about 
10 million franes a day. One of the most 
interesting and significant features of the 
French railway situation is the provision 
in the law which was intended to safe- 
guard the French taxpayer from the ef- 
fects of recurring losses. The law prov ides 
expressly that deficits should be covered 
by increased rates, beginning in the year 
1927. The companies warned the gov- 
ernment as early as 1928 that an increase 
in rates would probably be necessary, but 
no administration has dared to take a 
step which would be so unpopular. So 
the taxpayer foots the bill. Since human 
nature and politics are pretty much the 
same the world over, a similar arrange- 
ment in this country probably would have 
the same result. 


Che Investors 
Platform 


EFORE the investing public 
B ean feel assured of the exist- 

ence of the fullest measures 
for its protection, THe FINANCIAL 
Wor-p believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more 
insistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV. Constructive Trading 
Reforms 
V. Independent Protec- 
tive Committees 
VL Full Publicity on Secur- 
ity Offerings 


A special article has been pre- 
pared concerning the great need 
of these reforms and the power of 
investors to bring about their 
adoption, a copy of which will be 
mailed to any interested investor. 
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Waar worries the financial community 
is that the new security bill is more 
punitive in its purposes than it is co- 
operative in encouraging the honest 
financing of new security issues for the 
expansion of our industry. There are 
several provisions in the bill that support 
this contention. The most outstanding of 
these is the provision holding directors, 
underwriters, and officers liable to fines 
and imprisonment if it develops that 
statements made in the offering litera- 
ture, or in writing or orally, turn out to 
have been inaccurate. 


Ir is important that sufficient distine- 


. tion be drawn between intentional fraud 


and the common errors made in good 
faith which cannot be completely sep- 
arated from human nature. If human 
nature were perfect in its appraisal of 
the future it would not be necessary to 
enact any legislation. Everything would 
be just beautiful. No depressions and no 
financial worries, and the stream of life 
would flow on serenely. But that Utopia 
is unattainable in this world of travail. 


Hence we can only hope to minimize 
our errors of judgment and to curb fraud 
in a practical manner without interference 
with the development of legitimate busi- 
ness. The altruists who have framed this 
legislation apparently ignore this funda- 
mental theory and in doing so they raise 
some barriers that new financing will find 
difficulty in surmounting. 


Tue truth and the full truth in connec- 
tion with the offering of new securities is 
what every honest man would like to see 
set forth. He wants to know just exactly 
what he is buying. He is not concerned 
with the profit that the underwriters will 
make from an offering provided it is 
within reason. If in his judgment too 
large an amount is involved, it is then 
within his power to determine whether 
or not he wants the securities under these 
circumstances. 


Au this plus other essential data that 
will enable security buyers to determine 
the soundness and probable prospects of 
an enterprise are all that can properly 
be expected in a law proposed to develop 
the actual facts about a security issue. 
Putting the punishment for intentional 
deceit on a severe basis would eliminate 
fraud as far as it is within human power 
to curb it. Dishonesty cannot be com- 
pletely extinguished by legislative enact- 
ment. 


Ws: HAVE a complete criminal code 
covering all misdemeanors, yet our courts 
are kept busy trying offenders. 


Ir our business structure were a simple 
one. it could be expected that those who 
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operate it could 
keep in close 
touch with its 
various depart- 
ments. How- 
ever, this is not 
the case. Busi- 
hess has grown to gigantic proportions 
and in this expansion it likewise has be- 
come extremely complex. If competent 
directors and managements are to be 
retained, it is absolutely necessary that 
their liability be confined to an intent to 
defraud. 


N UMEROUS corporations not only have 
the business at their central points 
divided into departments, each under 
separate control, but also operate branch 
plants at other points from which national 
distribution of products can be more 
efficiently serviced. Here is a complexity 
that some members of Congress did not 
appear fully to appreciate. 


How can it be expected that the execu- 
tive officers and directors can keep in 
personal touch with the operations or 
status of these widely diversified parts of 
the organization? It would be beyond the 
physical ability of a human being to per- 
form such a comprehensive service. 


Hence the management must often 
depend largely on reports rendered by 
subordinate officials for whatever state- 
ments appear in a prospectus regarding 
the actual operations of a large business, 
and so far as its financial status is con- 
cerned, the dependence is upon audits by 
certified auditors. To compel them to 
accept full legal responsibility for their 
reliance on good faith on such reports is 
patently unfair. 


Tae actual liability for fraud should be 
strictly confined to those committing it 
and this provision alone would make it 
certain that in operating or financing a 
business honest men would exercise the 
greatest precaution first to satisfy them- 
selves that the picture of its prospects is 
honestly and accurately represented to 
the investing public. 


Lr THE new law is not freed from unfair 
responsibilities it will prove extremely 
difficult to induce reputable business men 
and bankers to act in authoritative capaci- 
ties for businesses in need of expansion 
and whose financing is proposed to assume 
the form of a public offering of securities. 


Forraermore, where such full publicity 
is required as under the new bill, the 
publie derives further protection from an 
alert press and numerous analytical or- 
ganizations that would quickly point out 
any defects in new financing. . .. 


Odd Lots 


The small investor need feel 
no embarrassment if his capital 
is adequate only to the pur- 
chase of his favorite stocks in 
small lots. 


He has the advantage of diver- 
sified holdings, which provide a 
most. desirable margin of 
safety in the probability that 


adverse conditions affecting 
one stock will not affect 
another. 


A copy of our explanatory 
booklet on Odd Lot Trading 
will be sent on request. 


Ask for F. W. 579 


100 Share Lots 


John Muir’.@ 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Ofice—11 West 42nd St. 


STOCKS AND 
COMMODITIES 


" Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 
Cash or Margin Accounts 

Inquiries Invited 


SPRINGS & CO. 


“BROKERAGE SERVICE SINCE 1898" 


New York Stock Exchange 
New York Cotton Exchange = ay 
Chicago Board of Trade 
and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 


Members 


YOU CAN BUY 


Good Securities 
in Small or Large Lots 


Partial Payments 


Ask for Booklet F.8 which explains 
our plan and terms 


James M. Leopold & Co. 
Members New York Stock Exchange 


70 Wall Street New York 
Established 1884 


INVESTMENT HINTS 


and other valuable information 
on trading methods in our help- 
ful booklet sent on request. 
Ask for K-6. 
100 SHARE OR ODD LOTS 


(HisHoLM & 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


517 


) 
r 
| 
| 
e 
| 
| 
n 
e 
bd | 
on 


COMING DIVIDEND MEETINGS 
Monday, May 29 


Allied Chemical & Dye (Pfd.) 
American Can Co. (Pfd.) 
Amer. Hawaiian Steamship 
Anchor Cap Corp. 
Battle Creek Gas Co. (Pfd.) 
Beatrice Creamery Co. (Pfd.) 
Brazilian Traction, Lt. & 
Power Co. (Pfd.) 
Briggs & Stratton Corp, 
Brillo Mfg. Co. 
Consolidated Laundries (Pfd.) 
Hazel Atlas Glass Co. 
Holland Furnace Co. (Pfd.) 
International Business Ma- 
chines Corp. 


Tuesday, 


Calif. Elec. Generating Co. 
Pfd 


(Pfd.) 
Fall River Elec. Light Co. 
Georgia Power Co. (Pfd.) 


Jamaica Public Service Co., 
Ltd. (Pfd. 

Mississippi River Power Co. 
(Pfd.) 


lec. Power Co. (Pfd.) 
Koppers Gas & Coke ( iw ) 
Kresge (8.S.) Co. (Pfd. 
Myers (F. E.) & Bro. (Pid. ) 
Standard Oil Co. (Ky.) 

ime, Ine. 
United Biscuit Co. (Pfd.) 
Wesson Oil & Snowdrift 


May 30 


Hershey Creamery Co. (Pfd.) 

Home Fire & Marine Ins. Co. 
of California 

Internatl. Business Machines 


Wednesday, May 31 


American Tobacco Co. (Pfd.) 

Bandini Petroleum Co. 

Clinton Water Works (Pfd.) 

Eastern J. Power Co. 
(Pfd.) 

Helme (G. W.) Co. 

Hercules Powder Co. 

Ingersoll Rand Inc. (Pfd.) 

International Silver Co. ( Pfd.) 

Jersey Central P. & Lt. (Pfd.) 


lees & Myers Tobacco Co 
(Pfd.) 


Parke Davis & 

Penney (J. C.) C 

Richmond W ks. (Pfd.) 
Rochester Telephone Corp. 
South Porto Rico Sugar Co. 
West Texas Utilities Co. (Pfd), 
Wichita Water Co. (Pfd.) 


Thursday, June 1 


Elec. Power Co. 
(Pfd.) 


Auburn Automobile Co. 
Axton Fisher Tobacco Co. 
(Pfd.) 


Bucyrus-Monighan Co. 
Commonwealth Water & 
Light (Pfd.) 
Congress Cigar Co., Inc. 
General Mills, Inc. (Pfd.) 
First National Stores, Inc. 
Hygrade Sylvania Corp. 
— & Michigan Elec. 


McKeesport Tin Plate Co 
N. Y. Shipbuilding (Pfd.) 
Pacific Tel. & Tel. Co 
Premier Gold Mining Co., Ltd. 
R. J. Reynolds Tobacco Co. 
Safeway Stores, Inc. 
Shasta Water Co. 
Sparks-Withington Co. (Pfd.) 
Stein (A.) & Co. (Pfd.) 
ad Products 

S. Trust Co., N. Y 
t nited Ohio Utilities Co. 
Waukesha Motor Co. 


Friday, June 2 


American Gas & Elec. Co. 

American Pwr. & Lt. (Pfd.) 

Fourth National Investors 

Granite City Steel 

Illinois Power & Light Corp. 
(Pfd.) 


Mead Johnson & Co. 
Third National Investors 
Tri-State Tel. & Tel. Co. 
Walgreen Co. (Pfd.) 


Saturday, June 3 


Natl. Battery Co. (Pfd.) 
National Tea Co. 
Shattuck (F. G.) Co. 


Leaf Tobacco Co. 
ne. ‘ 


Monday, June 5 


Abbott Laboratories, Inc. 
Alles & Fisher, Inc. 


Cannon Mills 
Celanese Corp.ofAmer. (Pfd.) 
Illinois Light Co. 


chain = Products Corp. 

Bank & Trust 

woh -Wemmer-Gilbert Corp. 

Eastern 
(Pfd.) 

Emerson's Bromo Seltzer Inc. 


Steamship Lines 


Atchison, Topeka & Santa 
Fe Ry. (Pfd.) 

Bankers Trust Co. 

Chicago Daily News (Pfd.) 

Cluett Peabody & Co. (Pfd.) 

— Farmer Candy Shops, 


ead Printing Ink Corp. 
(Pfd.) 


Shoe Co. 
Trucks, Inc. 


Endicott-Johnson Corp. 

Hollinger Consolidated Gold 
Mines, Ltd. 

Homestake Mining Co. 

International Nickel (Pfd.) 
mbert Co. 

Lazarus (F. R.) & Co. 

Loose-Wiles Biscuit Co. (Pfd.) 

National Candy Co., inc 

Pennsylvania Gas & Elec. 
(Pfd.) 

Phoenix Insurance Co. 

Ross Gear & Tool 

Springfield Gas & Elec, (Pfd.) 

Tintic Standard Mining Co. 


June 6 

Minneapolis Honeywell Regu 
lator Co. (Pfd.) 

Missouri Edison Co. (Pfd.) 

National City Bank N. Y. 

New England Power Co. 
(Pfd.) 


Newport Elec. Corp. (Pfd.) 
7 Rico Power Co., Ltd. 


d.) 
Pratt & Lambert, 
Reliance Mig Co, ) (Pfd.) 
Thompson 
(Pfd.) 


Wednesday, June 7 


Guaranty Trust Co., N. Y 


Lorillard (P.) & Co. 
Producers Corp. 
Selected Industries, Inc. 


U. S. Tobacco Co. 
West Penn. Elec. Co. 
West Penn. Power Co. (Pfd.) 


Thursday, June 8 


(Pfd.) 
Electric Auto Light Co. (Pfd.) 
Electrical Securities Co. (Pfd.) 


General Baking Corp. 
Tire & Rubber of 


nada 
Hall Baking Co. (Pfd.) 
Horn & Hardart Baking Co. 
National Dairy Products 
— 
Tel. Co. 


Light Co. 
Torrington Co. 
Union Twist Drill (Pfd.) 


4 Gulf States Steel — 


A Company That Has 


Turned the Corner 


1931, Gulf States Steel Company 

has been giving signs of getting the 
depression under control, and since that 
time its operating results have been mak- 
ing an improved showing as compared 
with the corresponding periods of the pre- 
ceding year. The deficit applicable to the 
common stock for the three months 
ended December 31, 1931, amounted to 
only $1.15 per share as against a deficit of 
$3.29 a share for the last quarter of 1930, 
despite the fact that during 1931 the com- 
pany increased its rate of depreciation 
from $600,000 a year to $780,000 a year. 
the increase being equal to about 91 cents 
a share of common stock. 


in the last quarter of 


Higher Operating Efficiency 


This improvement was carried through 
1932, the deficit for that vear being only 
$3.93 a share as against a deficit of $5.93 
a share for 1931 (excluding profit on de- 
bentures retired at a discount in both 
instances.) A glance at the following 
figures covering gross income and total 
shipments makes it immediately evident 
that the improvement was in no way due 
to higher sales volume; on the contrary. 
sales continued their downward trend. 
The answer, of course, is found in greater 
operating efficiency and lower selling 
costs, factors to which the management 
refers in the company’s 1932 report. 


F STATES EARNINGS TREND 


Total *Earn. 
Shipments Gross Net per Sh. 
(Tons) Income Income Common 
98,131 $4,919,000 D$637.369 
1.. 128,494 
142,625 
. 205,247 
. 184,127 
192,572 
184,682 


rofit on debentures retired at dis- 
increased 72,520 shares in 1929. 


GUL 


*Excluding 
count. fStoc 
D-Deficit. 


Strictly on a cash basis before depre- 
ciation charges, Gulf States Steel last 
year did better than break even, net 
operating earnings amounting to $461,922 
and covering interest requirements on 
the company’s bonded debt about 1.6 
times. This compares with an operating 
profit of $73,582 for the preceding year. 
For the first quarter of 1933 another gain 
was registered; operating profit of $180,- 
048 was shown as against $132,390 for the 
same period of 1932, and the deficit 
applicable to the common stock; after 
depreciation and other charges, was cut 
to 65 cents a share as compared with 91 
cents per share. 

As in the case of most steel companies, 
Gulf States possesses a relatively high 
inventory position, salable and con- 
vertible inventories at the end of the year 


amounting to the equivalent of about 
$9.40 a share of common stock. Net 
working capital was equal to $11.30 a 
share, and working capital ratio was 
2.6-to-1. Cash of $377,275 is not im- 
pressive, but appears adequate for the 
company’s needs, and it must be remem- 
bered that during 1932 notes payable 
were reduced from $1.2 million to 


Good Factor of Leverage 


No dividends have been paid on the 
7 per cent cumulative preferred stock 
since April 1, 1931; because of the small 
amount (20,000 shares) of this issue out- 
standing, accumulations now amount to 
only $280,000 and could rapidly be cleared 
off with a return of more normal earnings. 
Of course, the company’s total capitali- 
zation is relatively small, and book value 
of the common stock amounts to $99 a 
share. About $36 in bonds and preferred 
stock stand ahead of each share of com- 
mon stock, affording the latter issue a 
good factor of leverage and placing it in 
a position where per share earnings will 
mount comparatively rapidly upon fur- 
ther gains in business and prices. The 
issue is speculative, but as such it has 
appeal at current market levels for those 
willing to look to the improvement indi- 
cated for the next year or more. 


Now It’s the “Mooch” 


ipo THE colorful patois of the high 
pressure security salesman, there has 
been added a new term for the easy vic- 
tim. Formerly known as a “sap” or a 
‘*sucker,’” the innocent investor who 
succumbs easily to the wiles of peddlers of 
stocks and bonds of questionable value is 
referred to by some of these parasites as 
being ‘‘moochy.’”’ This euphonious term 
and other evidence of the callousness of 
the high pressure operators were revealed 
in testimony in a recent New York 
Supreme Court hearing on an application 
by the Attorney General’s office for an 
injunction restraining a certain firm of 
“security dealers’? from further opera- 
tions. 

The firm’s salesmen were careful to 
make notes as to the degree of gullibility 
of their prospects, and some choice 
examples from their card files were read 
at the hearings. Comments ran as fol- 
lows. ‘Very moochy. Wants recom- 
mendations sent at once.” ‘‘ Widow; 
inclined to be moochy.” Others of a 
similar character were read. 

Don’t be a ‘‘mooch.” 
before you invest. 


THE FINANCIAL WORLD 


Investigate 
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| 
American Snuff Co. Lehman Corp. 
Amer. Water Works & Elec. Loew's, Inc. 
aes Chase National Bank N. Y. 
é : Claude Neon Elec. Products 
Corp. 
ee Continenta! Assurance Co. Singer Mig. Co. 
Courier Post Co. Co. (Pfd.) 
osha Foreign Lt. & Power Co. Starret (L. 8.) 
(Pfd.) United Power & Light of 
General American Investors Kansas (Pfd.) 
Co. (Pfd.) 
Great Lakes Engineering 
a American General Ins. Co. 
American Ins. Co. 
Attleboro Gas Light Co. 
Nae Bank of Manhattan Co. 
Central Aguirre Associates 
Cleveland Trust Co. 
Continental Baking (Pfd.) 
Crum & Foster, Inc. 
Edmonton City Dairy Co. 
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BOARD ROOM 


DRY 


avs Or Gossip a Customers’ Man ae 
Hears Around Broad and Wall 


Tose two brokers, who were in on so many important deals, who were called in on 
the Washington investigation, and who sold their seats, are in a position to buy them 
back after the storm. . . . Allied Chemical will find a nice way of telling you shortly 
that the Exchange won its fight. The estimated Federal income from 3.2 is 
running about $8 million monthly. or somewhat below the $12 millions promised. . . 
Father Coughlin, radio priest. who told all about bad bankers and bad banking, is 
readying to syndicate a column and after a trip to Rome will desert the airlines. . . . 
The du Ponts are branching out in many directions but furthest in aviation with 
recent buying of United Aircraft coming from there; and then there’s the affiliated 
interest of GM in North American Aviation. . . . Technocracy will be splashing in the 
headlines again with a new blast before long. . . . Your President, who not long ago 
called the sales tax horrible, must swallow words in changing his mind. . . . You 
know, of course, that this rise in stocks and bonds will be opening some of those 
closed banks—hope yours is first. . . . With other cigareteers going off the air, 
Lorillard is thinking of filling the gap with Schnozzle Durante. . . . Isn’t it strange 
that Nazi’s enemy, former Lord Mayor Luppe of Nuremberg, is occupying the same 
cell that Hitler leased in 1924? ... 


Tuose trips to the Orient and other points East by several big-timers are not entirely 
tor pleasure for they prefer reading the results of the Mitchell income tax case from 
a distance. .. . And your Government is dredging a deep water channel into 
Ossining harbor (Sing Sing’) anticipating increased shipments by that route. . 
The second quarter report of General Motors may not be as good as generally ex- 
pected for the opportunity might be taken to write off heavily on old plants. . .. A 
new slot machine is readying for the market that pops out a lighted ciggy for you at 
one cent a copy. . . . Those magazine writing ambitions of the official family in 
Washington are O. K., say the trouble seekers, as long as they are not being paid 
twice for doing official work. . . . The American Bible Society has distributed Bibles 
translated into 936 tongues. . . . Manufacturers Trust now owns S. W. Straus of 
California. whose stock was put up as collateral for a loan, and doesn’t know what 
to do about it. . . . The drug companies are hesitant to reveal counterfeiting of their 
products lest the public become prejudiced and doubtful of the real stuff, and the soap 
makers are having the same problem, so don’t blame them if you develop B. O. . 
America’s richest bachelor, director on sixty boards and speculator extraordinary— 
Matt Brush—is doing his bit to bring back better times and is marrying Miss Eliza- 
beth Hunger—Best wishes as vou Brush Hunger away. . . . 


Taos former customer’s men Willard Richman and Abraham Hofberg have found 
that you can talk stocks into something they ain’t, but when you start forging duPont 
Certificates you go to the pen... . That R. F. C. ruling that no loans would be 
made to companies paying their officers more than $17,500 in salaries has stopped the 
arguing for loans where it would have meant a salary cut of 60 per cent for the higher- 
ups. . . .. The Lehn & Fink pool makes big things out of the company’s new products 
and orders received, but watch out for new competition coming from Pepsodent with a 
new cold cream. . . . Economy is going far in Washington with the War Department 
flying a flag with only 45 stars made in the nineties, and no flowers or flags are to 
be placed on the graves of the brave in Arlington this year. . . . Lay off, you seandal 
mongers, on Curtis Dall, for he loves those kiddies more than you do your gathering 
dirt. . . . Our investments in Canada are larger than England’s, if the truth were 
known. .. . They are claiming that the classified directory business of American 
Telephone nets the company $60 millions annually. . . . Chrysler’s survey of ear 
buyers shows undertakers holding 86 per cent of their 1929 volume while stock- 
brokers hold only 57 per cent. . . . Resignations are coming from those Federal 
Reserve governors who fought against the inflation policy. .. . 


Bernaro Situ. who is not the famed speculator but the superintendent of the 
xchange Luilding, gets his well-deserved retirement at 77 years of age after fifty- 
nine years service. . . . Standard of New Jersey is going to house its sales force in 
Rockefeller Center, which is one way of getting tenants. . . . Where would you 
suppose the world’s greatest prosperity wave is waving?—In Palestine, where the 
migration of Jews cannot be caught up with. . . . Even the bank holiday was not 
heyond the grabbing hand of politics, for that non-member New Jersey outfit opened 
only long enough to allow political depositors to withdraw and then swooned again. 

Then there’s the one that opened because an examiner was given a $25,000 
president’s job, but when a higher officer got wind of the deal closed again with the 
deceiver getting his year’s graft. . . . Chi., Milwaukee, St. Paul & Pacifie has a 
contract for delivering beer to the A. & P. chain in the East. . . . IF every motion- 
picture house in the country were open and IF every man, woman and child decided 
to attend at one time, there would stil] be 4 million seats vacant. . . . Speaking of 
turning the tide. the assistant Secretary of Labor is Turner Battle. 
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e 
Tubize-Chatillon 
Corp. 

& leader in the growing 
RAYON INDUSTRY 

We have prepared a com- 
prehensive survey of the 
Rayon industry with par- 
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securities of one of the 
lowest cost producers in 


this field. 


Write for this investment study FW-15 


HANSON & HANSON 


ESTABLISHED 1912 
Members N. Y. Security Dealers Assn. 


25 Broadway New York City 


What Action 
to Take NOW 


on these active stocks: 
General Motors Borg-Warner 


Penn. R. R. Col. Gas & Elec. 
Int. Harvester Consol. Gas 
Monsanto Youngstown 


URRENT UNITED Bulletin ana- 

lyzes immediate outlook with defini:e 
market advices on the above important 
issues. 


Send for Bulletin F.W.-32 FREE! 


(Please print name and address.) 
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210 Newbury St. ~ = Boston , Mass. 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 
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The Missouri Pacific Reorganization 


A discussion of the probable treatment of the various classes of securities of the 
Missouri Pacific in the reorganization which is being undertaken under the new 


TOP-HEAVY eapital structure, 
A the maturity on May 1, 1933, of 

$34.5 millions underlying mort- 
gage bonds, and a restricted working 
capital position were the fundamental 
reasons for the petition of the Missouri 
Pacific, approved last March 31, for the 
appointment of trustees with a view to 
effecting a reorganization under the terms 
of the railroad sections of the new Fed- 
eral Bankruptcy Law. The more im- 
mediate causes were apparently the 
applications for appointment of receivers 
by outside interests and the refusal of 
the Reconstruction Finance Corporation 
to grant any further loans. 

Since the Missouri Pacific was the first 
large railroad to take advantage of the 
new Federal law, it is expected that the 
record of this trusteeship and the plan 
of financial reorganization which will 
eventually be adopted will establish 
some important precedents in railroad 
reorganization.. One of the major pur- 
poses of the new law was to speed up 
railroad reorganizations. It is rather 
dubious that the acceleration of the re- 
organization processes will be as great 
as was hoped by the sponsors of the leg- 
islation. It should be possible to com- 
plete reorganizations in less time than 
would be required under the old receiver- 
ship methods, but the current indications 
are that at least a few months will pass 
before a plan acceptable to the required 
number of security holders, the Inter- 
state Commerce Commission and the 
Federal Court will be formulated and 
approved. The stipulation that the 
reorganization plan must be approved 
by the I. C. C. suggests the possibility 
that the first plan or plans advanced by 
the reorganization managers might have 
to be discarded. 


No Early Plan Expected 


The probabilities are that no plan for 
the Missouri Pacifie will be advanced in 
the immediate future, and it is by no 
means certain that several months will 
not pass before any plan is published. 
There are two general types of reorgan- 
izations, one involving immediate and 
permanent reduction of funded debt 
through the exchange of capital stock 
in a new company for a large part of the 
junior bonds of the old, and the other 
a much less drastic type which is very 
well illustrated by the proposed reorgan- 
ization plan for the St. Louis-San Fran- 
cisco. The latter involves no scaling 
down of the principal amount of the 
funded debt, but in net effect places the 
existing junior bonds on an “income 
basis.” This means that interest pay- 
ments will be made only to the extent 
that future earnings provide funds avail- 
able for this purpose. If the St. Louis- 


San Francisco plan were to be adopted 
in its original form, it would reduce inter- 
est charges for a number of years, but 
would actually increase the principal 


Federal Bankruptcy Act. 


By GeorGce H. DimMOnN 


amount of the funded debt, since the 
existing bonds are not scaled down, and 
a new senior mortgage is created. 
Between these two extremes there is a 
middle ground which has been adopted 
in numerous railroad reorganizations of 


the past. This type of plan is a combina- 
tion of the other two, and provides for 
exchanges of junior bonds partly for in- 
come or contingent-interest bonds and 
partly for stock in a new company. Par- 
ticularly in view of the attitude of the 
Administration and recent expressions 
of opinion by several members of the 
I. C. C., it seems very doubtful if plans 
of the general type of that advanced for 
the St. Louis-San Francisco will be ap- 
proved by the Commission. Where cap- 
ital structures are top-heavy with funded 
debt, as in the case of the Missouri Pacific, 
a permanent scaling down of the bond 
capitalization will probably be required 
by the I.C.C. 

No definite demonstration of the type 
of plan which will meet the approval of 
the I. C. C. will be had until the Com- 
mission passes upon one or two reorgan- 
ization set-ups submitted under the 
terms of the new law. Consequently, 
predictions are dangerous, and can only 
be regarded as guesses at this time. How- 


ever, the assumption that permanent 
scaling down of the bond capitalization 
will be required appears to be a reasonably 
safe one, since the Administration and 
the regulatory officials desire to effect 
a better balance in railroad capitalization. 

Proceeding on this assumption, a log- 
ical reorganization plan for the Missouri 
Pacific might be approximately as follows: 


Equipment trust obligations, rent- 
als, Pacific R.R. of Missouri issues and 
other underlying mortgage bonds (ex- 
cept St. Louis, Iron Mt. & Southern 
bonds)—Undisturbed except for ex- 
tension of near term maturities. 

St. Louis, Iron Mountain & South- 
ern River & Gulf Division 4s, 1933— 
These obligations might be ex- 
changed for the same_ principal 
amount of new long term bonds hav- 
ing the same mortgage security. 
However, such treatment is not as- 
sured, and a partial exchange for 
junior mortgage bonds or income 
bonds would not be illogical. 

Missouri Pacifie first & refunding 
mortgage bonds—Exchange for a like 
amount of income bonds, having 
about the same mortgage security, 
and becoming a fixed charge after the 
expiration of a fixed period of time, 
say five years, would be one logical 
treatment. Another would be partial 
exchange for new bonds constituting 
an immediate fixed charge, the bal- 
ance to be covered by an exchange for 
income bonds or preferred stock. 

Missouri Pacifie general 4s—Ex- 
change for new securities, probably 
nothing senior to preferred stock, al- 
though a small amount of income 
bonds might be allocated to this issue. 

Missouri Pacific convertible deben- 
ture 5144s—Exchange for preferred or 
common stock seems likely. 

Missouri Pacific secured serial 5144s 
—Exchange for preferred stock. 

Missouri Pacific preferred and 
common stocks—Exchange for a 
smaller number of shares of new com- 
mon stock, with or without assess- 
ment. 


MISSOURI 


PACIFIC DEBT AND EARNINGS—1932 


Principa 
Obligations: Amount 

Equipment Trusts... ......... $19,681 
Underlying and Divisional Bonds 50,121 
First & Refunding 5s............ 24,040 
49,722 
13,156 
Comvertible Sige... 46,392 

Note: 


R. F. C. and Railroad Credit C 


orporation advances) in 1932. 


$10,902,670 
21,163,531 


10,260,861 
Times Earned 


early 
nterest (After deducting (Over- 
$245 prior charges) all) 
964 9.02 9.02 
$1.209 
2,107 4.60 3.26 
11,202 0.68 0.75 
1,989 0.00 0.66 
691 0.00 0.63 
2,552 0.00 0.55 


In addition, Missouri Pacific paid $965,830 interest on unfunded debt (bank loans, 


In reorganization, the major portion of 


these advances will presumably take precedence over the Missouri Pacific junior bonds. 
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From an earnings standpoint, Missouri 
Pacific has done better than most other 
railroads which are faced with reorganiza- 
tion. For 1932 the road showed income 
of $10.9 millions available for payment 
of fixed charges, which covered all 
charges on underlying obligations and 
a substantial part of the interest require- 
ments on the first and refunding 5s. 
In 1931, the Missouri Pacific earned all 
fixed charges 1.07 times. Since reattain- 
ment of 1931 gross revenues as an average 
for future years would not appear to be 
an unduly optimistic assumption, it would 
not appear that the Missouri Pacific 
would have to undergo a very drastic 
reorganization, unless the I. C. C. should 
insist that the road be recapitalized on 
the basis of results shown for an excep- 
tionally bad year like 1932. In view of 
these considerations, and the fact that 
the first and refunding mortgage bonds 
constitute first lien on a large part of the 
Missouri Pacific system, considerable 
optimism as to the prospects for the bonds 
secured by this mortgage seems war- 
ranted. Retention of holdings of these 
bonds appears advisable. 

-At the same time, in view of the desir- 
ability of effecting a better balance be- 
tween bonds and stock in the road’s cap- 
italization, substitution of preferred and 
common stock for a large part of the 
funded debt ranking junior to the first 
and refunding mortgage bonds is likely. 
Thus holders of these junior bonds should 
be willing to face the probability that, 
if they continue in these commitments, 
their position will be changed from that 
of a creditor to an equity owner’s status 
in the reorganization. 


“Bond Pool” Makes 
Another Payment 


IRECTORS of the American Se- 

curities Investing Corporation, 
which is the official title for the ‘‘bond 
pool” formed last June, under the aus- 
pices of J. P. Morgan & Company, other 
private banking houses, and members of 
the New York Clearing House Associa- 
tion, have declared a half yearly distribu- 
tion of 244 per cent on the company’s 
income debentures for the six months 
ending June, 1933. The initial distribu- 
tion on the debentures, for the half year 
ended December 1, 1932, was 14% per 
cent. No details are available concerning 
the operations of the pool, but it is be- 
lieved that the total distributions of 4 
per cent for the year are in a conservative 
ratio to earnings. In view of the period 
of operations, it is certain that the pool 
accumulated many bond bargains at 
prices well below the current market. 


v 


Middle West Utilities to 
Reorganize 


AM a result of an agreement reached 
between the Middle West Protective 
Committee and four secured bank credi- 
tors of the company whereby Middle West 
is relieved of obligations totaling $6.9 
millions, prospects of holding this large 
utility enterprise together have con- 
siderably improved. In effect the agree- 
ment calls for returning to receivers of 
the company one-third of the net collat- 
eral which the banks received from the 
company itself 4 months prior to receiver- 
ship and also one-half the net collateral 
pledged with Halsey, Stuart & Company 
at the same time. Interest on remaining 
bank loans has also been reduced to 234 
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5,436-Word Investing 


and Trading Pamphlet Free! 


@ A new investment and trading philosophy is outlined in 

a remarkable article by a staff member of the A. W. 
Wetsel Advisory Service, Inc. Stripping the trappings from 
long held, popular fallacies and half-truths about investing, 
it lays bare the basic principles that protect capital and make 
possible a more rapid growth. 


questions as 


—When to buy 
—When to sell 


ine conservatism. 


this coupon, today. 


You may send me a 


A. W. Wetsel Advisory Service, Inc. 
Chrysler Building, New York 


copy of “How to Pro- Name ........ 
tect Your Capital and 
Accelerate Its Growth 
... Through Trading.” 
No obligation. Address 


© It deals fearlessly and specifically with such puzzling 


—Which securities to deal in 


—When to stay OUT of the market 
—Why statistics fail to signal vital turning points 
—tThe secret of forecasting trends 
—tThe superiority of Technical Analysis 
—What are forecasting factors and what are not 


@ In addition, it shows the real CAUSES of most financial 
losses and tells how to make substantial progress through 
the adoption of dynamic, positive methods that make for genu- 


@ Send for this pamphlet—see for yourself how old pre- 
cepts have failed, how this new understanding of invest- 
ment principles not only protects but builds up capital. Mail 


F.W.10 


Electric Bond and 
Share Company 


Two Rector Street 


New York 


per cent, with an option to the receivers 
to pay this only so long as pledged col- 
lateral earns it. With the exception of 
the company’s “‘ National”’ properties in 
the East, all properties comprising the 
Middle West Utilities system have been 
kept intact and, with few exceptions, 
solvent. 

The current improvement in general 
business conditions has been reflected in 
larger earnings for many of the company’s 
operating subsidiaries, yet in many in- 


stances now running ahead of a year ago. 
While reorganization of the system and 
discharge of receivership do not appear in 
immediate prospect, it appears that bank- 
ruptey has been averted and that cor- 
porate identity will be maintained. 
Break-up value of the company’s serial 
notes (outstanding in the amount of $40 
millions) is currently in the neighborhood 
of $350 per $1,000 note, which would 
indicate little hope for holders of the 
company’s preferred and common stocks. 
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Buy This Bargain 
Stock NOW 


E have discovered a medium-priced stock 

which is such an outstanding bargain today 
that it may be expected to bring you extraor- 
dinary profits in the next big upswing, which 
should begin soon. 


If this stock is purchased outright—not on a 
margin—and held only until it reaches the 
price at which it sold in 1931, it will return a 
profit of 106%. If held until the 1930 price is 
touched, the profit will be 205%. And, best 
of all, this is a stock which we believe WILL 
duplicate and even exceed its price of 1930. 


The name of this stock will be sent to any 
investor absolutely free. Also an interesting 
book, “MAKING MONEY IN STOCKS.” No 
charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 402, Chimes Bldg., Syracuse, N. Y. 


Profit through Knowledge of 


STOCK MARKET 
TRADING 


Most losses are incurred through lack 
of knowledge of the fundamental 
causes of stock fluctuations. The 
Gartley Correspondence Course in stock 
market trading is designed primarily to 
furnish constructive aid in improving 
profit making ability. It is a_ six 
months course, evolved from ten years 
of research. Less than an hour a day 
is required to use this simple method. 
It is cheaper to learn than to lose. 


H. M. GARTLEY 
48 Wall Street, New York, N. Y. 


THE PRICE RANGER 


fills the need for a simple and inexpen- 
sive means of keeping a graphic record 


of the day-to-day price fluctuations of 
individual stocks, or stock averages, and 
daily sales volume in a permanent and 
useful form for reference. Write for 
Details. 


REAMER KELLER 
53 Park Place, 


a buy now? 
Send for copy, free, of our Special Report 
on stocks at $3, $5, $1 a share. Ask for 
“Special Low-Priced Stocks Report’ 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908 
Members New York Stock Exchange 
Members New York Curb Exchange 


60 Wall Tower, N. Y. Tel. WHitehall 4-6400 


Situation Wanted 


Capable woman experienced in secretarial] work 
—office management—and sale of investment 
securities wants position with 
financial house—excellent references. E.., 
c/o THE FINANCIAL WORLD. 53 Park Gate’ 
New York, N. Y. 
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AMONG THE 


BULLS AND BEARS 


continued 


from 


pege 3512 


‘May net income is expected to show a 


further moderate improvement due to 
economies and savings effected through 
the retirement of subsidiary preferred 
stocks. What the company needs most, 
of course, is an upward revision of divi- 
dends on at least a part of its large invest- 
ment holdings, and this possibility is of 
the longer term variety. 


CONDE NAST continues to suffer from 
declining advertising revenues with a loss of 
22 cents a share in the first quarter, against 


‘a profit of 42 cents a share in the first 


quarter of 1932. In specializing in quality 
circulation, Nast may lag behind the more 
popular mediums when advertising picks 
lup. 


du Pont 4 “B” 


The cash purchase of control of Reming- 
ton Arms by du Pont de Nemours will 
substantially strengthen the position of 
the latter in the ammunition and arms 
fields. The transaction links two of the 
oldest companies in the industry, for 
Remington was founded in 1816 and du 
Pont in 1802. Remington is the coun- 
try’s largest manufacturer of ammunition 
for other than military purposes while du 
Pont is one of the largest powder and ex- 
plosive producers in the world. Included 
in the deal is a plan under which du Pont 
has agreed to offer to holders of the first 
preferred stock of Remingtom Arms an 
exchange of their stock on a share-for- 
share basis for du Pont common. Rem- 
ington has outstanding 38,141 shares of 
first preferred of $100 par value and 
1,064,000 shares of no par common. With 
the consummation of the merger, Reming- 
tom Arms will be operated as a separate 
subsidiary, although active management 
of the company will be taken over by du 
Pont. 


DUPLAN SILK proposes to reduce the 
valuation of ils common slock from $3.5 
million to $1.75 million. 


Freeport Texas 4 “C+” 


Sharp gains in the prices of the sulphur 
shares with new highs for the year re- 
corded by Freeport Texas and Texas 
Gulf were predicated upon the improve- 
ment in domestic demand during the 
past month. Sulphur is the basic raw 
material of sulphuric acid and is also 
used in many industrial processes. Re- 
cent demand has come primarily from the 
chemical manufacturers, who have been 
increasing their activity, but there has 
also been an upturn in orders from the 
steel and paper trades. Export business 
has been maintained much better than 
domestic sales and is now being reported 
as 10 per cent over a year ago. The dis- 
count on the American dollar in terms of 
foreign exchange has improved the posi- 
tion of the American producers in the 
export market in competition with the 
Sicilian mines. This recovery is expected 
to be reflected in the second quarter re- 
ports for both Freeport and Texas Gulf. 


GENERAL AMER. TRANSPORTA- 
TION, formerly General American Tank 
Car, was able to show a profit of 39 cents 
per share of common in the first quarter, 
against 50 cents a share last year, despite 
interference to traffic during the banking 
holiday. The use of tank cars for the 
transportation®of beer should begin to be re- 
flected in the current quarter’s report. 


General Foods 4 


A comparison of the leading food shares 
indicates that General Foods is the lag- 
gard of the group of the basis of first 
quarter earnings. General Foods is now 
selling at about 50 times its first thrée 
months earnings of 61 cents a share. In 
contrast, Standard Brands sells for 75 
times first quarter net, compared with 
110 for Corn Products and 120 for Na- 
tional Biscuit. Expectations are that 
General Foods will be able to make a 
better showing in the June quarter, due 
in part to the fact that tonnage for May 
exceeded that of May, 1932. It is the 
opinion in food circles that a better situa- 
tion has developed in a large part of the 
package line for the first time in two 
years. 


GLIDDEN'S net income for the month of 
April ran more than 400 per cent ahead of 
April, 1932. All divisions, including 
food, paint and chemicals shared in the 
uplurn. 


McCall 4 “C+” 


Bullish interests who are predicting that 
McCall will closely approach the $1.63 
a share earnedsin the first half of 1932 
during the current half-year period are 
apparently basing their hopes on the 
company’s pattern business as advertis- 
ing in McCall’s magazine is still running 
behind a year ago. A comparison of the 
advertising lineage figures indicates that 
the banking moratoria upset the pace 
which was established in the first two 
months of the year: 


% 

Issue: 1932 1933 Change 
19,752 19,990) + 1.0 
February . 3% 43,988 47,080 + 68 
60,687 49,589 -—18.2 
54,230 49,078 9.4 
51,671 46,380 -10.0 

Five Months... 230,828 212,117 50% 


METRO-GOLDWYN’S 50 per cent loss 
in nel income in the first quarter reflects the 
difficulties in motion-picture producing, 
but a good margin over the preferred di- 
vidend requirement is slill afforded. 


Montgomery Ward 4 “Cc” 


The $2.2 million net loss reported for 
Montgomery Ward for the three months 
ended April 30, 1933, was due to the 124% 
per cent decline in sales for the period, 
which included the banking holiday. In 
the same period of a year ago a loss of 
$1.7 million was shown. The current 
quarter, ending July 30, is expected to 
reflect the recent stabilization in sales 
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as well as price advances on several lines. 
Retail sales have been holding unusually 
steady in recent months with the mail 
order division accounting for the bulk of 
the losses. Improved farm purchasing 
power should be beneficial to both divi- 
sions as the company’s department stores 
and medium-sized units for the most part 
adjoin important agricultural districts. 


NASH MOTORS is being mentioned as 
one of the first motor companies likely to 
resume dividends. 


Raybestos 4 “co” 


Maintenance of the regular dividend, 
through declaration of the quarterly pay- 
ment due June 15, 1933, has more or less 
offset the report of a deficit of $63,428 
for the first quarter, so far as the specula- 
tive following in the shares is concerned. 
Recent losses are regarded as water over 
the dam, for business since the end of 
March has shown a marked increase with 
the prediction voiced that a profit will 
be earned in the current quarter. Interest 
in the issue is not based on its earnings 
prospects alone, for the company has 
cash of $3.2 million which is equal to 
almost $5 per share on the outstanding 
common stock. 


R-K-O has introduced operating economies 
aggregating $1.4 million in its theatre 
operations since the first of the year. Ad- 
ditional economies are planned for the 
summer months of June, July and August. 


Seaboard Oil 4 “C+” 


Recent bullish interest in Seaboard Oil 
(Del.) has been at least partially justified 
for the company has increased its annual 
dividend from 40 cents to 60 cents. 
Earnings are reported to be progressing 
at a more favorable rate than in the first 
quarter, when the equivalent of 24 cents 
per share of common was shown. The 
election of three officers of Texas Cor- 
poration to Seaboard Oil’s directorate last 
week supports previous reports that Texas 
was buying heavily into the company. 


SHELL UNION OIL moves deeper into 
the red with the report of $9.2 millions lost 
in the first quarter, against a loss of $2.7 
millions in the same quarter of 1932. Con- 
tinued price cutting in gasoline in districts 
where many of its stations are concentrated 
has been adverse. 


Standard Oil of Indiana“ “B+” 
For some time past it has been expected 
that Standard Oil of Indiana would be 
transferred from listing on the New York 
Curb to the New York Stock Exchange 
but since the investigation of Curb mar- 


ket dealings it has been expected momen- 


tarily. If Standolind goes to the big 
board only the Standard of Kentucky, 
Ohio and Nebraska will be left on the 
Curb. Standard of Indiana did excep- 
tionally well in maintaining earnings 
during 1932, reporting $1.04 a share for 
the year as compared with $1.04, or the 
same amount as in 1931. Net income was 
off $1 million for the year but the com- 
pany was able to maintain the same per 
share earnings because of a cut of one 
million shares during the year. 


THOMPSON-STARRET is coming to 
life on reports that the company has secured 
an important contract having to do with 
Muscle Shoals. 
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Superheater 4 


In the bid for the properties of Interna- 
tional Combustion Engineering, Super- 
heater was successful while Foster- 
Wheeler also ran. Under the plan of 
reorganization, which involves a payment 
of $2 millions, a new company known as 
International Combustion, Inc., has been 
organized to take over the properties. 
Superheater will operate the plants. 
Preferred stockholders of the old Interna- 
tional Combustion will receive warrants 
entitling them to buy at any time within 
five years one share of common stock in 
the new company for each ten shares of 
preferred stock held. Subject to prior 
rights of creditors and preferred stock- 
holders, common stockholders of the old 
company will be entitled to subscribe to 
one unit of bonds and stock for each 50 
shares of common stock owned. 


SPARKS-WITHINGTON is_ turning 
out 20 per cent more automobile horns 
than a year ago and has a new radio and 
electric refrigerator ready for the summer 
trade. 


Union Pacific 4 “B+” 


In keeping with the increasing speed of 
the times, officials of Union Pacifie are 
planning a new style passenger train on 
its transcontinental lines, capable of 
averaging 100 miles per hour. Plans 
eall for dirigible-shaped, gas-electric or 
diesel engine locomotives with passenger 
ears streamlined to eliminate wind re- 
sistance. ‘Trains of this type will operate 
more cheaply than the present oil or coal 
burning locomotives as well as increased 
speed. Locomotives and coaches will be 
counter-weighted and underslung in order 
to take curves. This is the first evidence 
of the railroads’ bid for the traffic it is 
losing to the faster air transport lines. 


UNITED FRUIT is expected to show a 
marked improvement in second quarter 
earnings due in part to benefits from the 
cheaper dollar. 


U. S. Rubber 4 “D+” 


The plan for the refunding of its 3-year 
6 per cent gold notes, due June 1, 1933, 
has been declared operative by U. S. 
Rubber. Under the plan noteholders 
will receive 30 per cent in cash and 70 
per cent in new 3-year 6 per cent gold 
notes, maturing June 1, 1936. Reports 
that the company’s operations have been 
increasing continuously throughout May 
were a factor in bringing in sufficient 
noteholders to approve the plan. 


U. S. STEEL denies rumors that it is 
planning to move its large Gary, Indiana, 
plant to the Pittsburgh district. In con- 
trast, operations at Gary have been stepped 
up to the highest rate in some time past. 


Woolworth 4 


A steady flow of fresh commitments into 
Woolworth is apparently in recognition 
of the company’s large interest in Wool- 
worth, Ltd. With the pound above $3.90, 
dividends from the English subsidiary 
would be from 10 to 15 per cent greater in 
terms of U. S. dollars. Woolworth domes- 
tic sales have shown a marked recovery 
in recent months with April volume show- 
ing a gain of 14 per cent over the sales of 
March. The decline from April, 1932, was 
cut to 2.8 per cent, the narrowest margin 
in month-to-month comparison in many 
months. 


answers this vital question in 
this week’s issue of The Business 
Economic Digest. His statement 
is based upon the NET opinion of 
America’s 35 leading financial ad- 
visory organizations, as t 

by his famous Weighted Average 
Method. 

Send now for this of the Di- 
gest...learn tie probable future 
course of the stock market as seen 
by outstanding authorities. It is 
free_use the coupon. 


Gage P. Wright Pres 
342Madison Ave. NewYork NY 
Without obligation to me, mail me this 
week’s issue of the Digest. 
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Name 
Street 


=D Management 9 

= Problems #® 
Whatever their nature they may be 
solvable. Reorganization and re- 


financing of corporations of good 
past earnings records and prospects. 


Interview solicited by 
correspondence. 


120 Broadway 


Which Stocks Are 
=— Buy Now? = 
Write for this 
report — gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART 
Div. 53-48 Babson Park. Mass. 


Should You Buy 
Any Beer Stock? 


Special Letter outlining pitfalls 


and profits in Brewing Industry 
securities sent upon request, to 
investors only. 


FRY & BECKER 
60 Broad St. New York 


Buy? ... or Sell? 


week, our bulletin “Market Action’ tells you 
what to do with leading, active stocks such as: 


Allied Chemical General Motors 
Amer. Smeltin lyear 
T. U. S. Steel 


Amer. T. &T. 
Write name and address on margin of this ad for 
Free Sample Copy . . . or send $1 for 4 weeks’ trial. 


WETSEL MARKET BUREAU, Inc. 


Empire State Bldg., N. Y. City 
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HE most important single factor 
to be recognized in connection with 


motor equipment and parts com- 
panies is that they are directly and:almost 
entirely dependent upon their contracts 
with the motor manufacturers. Their 
business and profits are thus subject to 
twofold risks, through fluctuations in 
the activity of the motor industry as a 
whole and through uncertainties as to 
maintenance of their established rela- 
tions with certain manufacturers. Not 
all of these companies are subject to 
these risks to the same degree, and the 
accompanying tabulation includes two 
units which are probably in the most 
stable earnings position in this group. 
Electric Auto-Lite and Electric Storage 
Battery have been able to maintain opera- 
tions on a profitable basis because of the 
replacement character of a substantial 
portion of their .business in automobile 
batteries. Since a battery has a life of 
only a third, or less of that of the aver- 
age car, it has been only natural that 
this replacement business has held up 
relatively better than the average rate 
of activity in the motor and equipment 
industries. Furthermore, there is nor- 
mally a better margin of profit in replace- 
ment business than in original equipment. 
The ten companies covered in his 
tabulation do not include any representa- 
tives of the body builders or the wheel 
makers, but they do include the strongest 
and best situated units of the entire 


group. Those companies which have 
the most widely used products and the 
strongest ties with leading car manufac- 
turers occupy the best trade position 
and their securities are the most conser- 
vative of the group. Outside of the two 
companies mentioned above, Bendix 
and Borg Warner appear to be the best 
situated in these respects and their stocks 
are the most generally satisfactory hold- 
ings for those who wish long pull specula- 
tive representation of this group in their 
portfolios. 

Numerous equipment companies have 
in recent years branched out into other 
fields, which in many eases have little 
in common with their regular lines and 
previous experience. Such efforts always 
earry a considerable degree of risk and 
many times prove unprofitable, as has 
Stewart Warner’s entry into the radio 
field since 1927. The position of Bendix 
in the aviation industry is so analogous 
to that in the motor industry as to hardly 
warrant characterization as a branching 
out into other lines. Borg Warner is 
achieving a degree of success in its re- 
frigeration department and Timken De- 
troit appears to have developed a profit- 
able business in the oil burner field. On 
the whole, however, it seems that such 
efforts at diversification in outside fields 


Equipments ? 


should be regarded with skepticism and 
as additional factors of risk rather than 
assumed to offer a solution of a company's 
difficulties in securing a profit in its 
main lines. 

The motor industry has been experienc- 
ing a sharp recovery since the banking 
holiday in March and the equipment 
companies have of course benefited in 
similar fashion. Considerable improve- 
ment, however, has already been reflected 
in higher quotations for the shares and 
it may be questioned whether further 
advances can sustained without 
further material gains in motor sales and 
output. Latest field reports indicate 
that motor car sales are still increasing, 
and it appears that output for May will 
probably exceed 200,000 vehicles. This 
means that the seasonal spring peak has 
already been considerably prolonged be- 
yond its normal time, and even though 
the summer decline may prove much 
smaller this year than normally, it is 
unlikely that the present upward trend 
in motor activity can be maintained 
much longer. 

There is no denying the longer term 
speculative attraction that attaches to 
the strong well situated equipment com- 
panies, but there is little basis now for 
advising any important concentration of 
speculative funds in this group although 
present holdings in the sounder companies 
may be retained on their long term 
prospects. 


STATISTICAL DATA ON THE LEADING MOTOR’ EQUIPMENTS 


Capitalization Recent 
Net Income Mkt. 
1931 1932 Bonds Preferred Common Price 
(000) (O00) (000) (000) Common 


$1,555 d$1,601 None a$148 2,098 shs. $13 


Cash & 
Equivalent 
Total Per 
(O00) Share 


$3,537 $1.68 


Net Working 
Capital 
Total Per 
(O00) Share 


$6 609 $3.12 


Inventories 
Total Per 
(O00) Share 


$3,066 $1.46 


Partial 

List of 
Customers 
GM-C-A- 
HP-N-P-S 
-R-ST-H- 
W-FK-M- 
AU-IN- 
MK-SW-I 
A-FK-N-S 


Bendix Aviation.. 


Borg-Warner..... 11,556 10.03 7,493 6.50 3,876 3.34 a$1,586 3,750 1,151 12 


-FD-SW- 
None 
4,198 881 18 


8.45 295 
3,914 


2.977 1,767 


1,954 2.22 


11.75 843 2.39 


1.04 


Bohn Aluminum. 


Electric Auto-Lite AS-ST-W- None 


F-BK-DT- 


Spicer Mfg....... 3.80 610 d997 1,344 None £8% 


-WH 


Stewart Warner.. A-CN-FK 2,850 2,194 1.76 d1,830 d2,445 None None 1,247 6 


F-ST-BK- 940 $2,755 992 4 
DT-FD- 
GR-IN-S-SL 


-SW-WH- 
AU 


Timken Detroit. . 6,661 3,049 2,634 d1,194 


R-S-C-FK 3.78 None a1 907 37 
-G-HP-F- 
M-N 
Moto-Meter...... C-W-CN- 391 
H-P 
A-C-CN-F 
-M-S 


Elec. Stor. Battery 22,289 3,434 1,260 


0.01 447 0.89 527 d370 None None 505 2 


Houdaille Hershey 2,656 3.38 2,040 2.60 723 0.92 116 d641 None c173 shs. b784 4 


a Subsidiary issues. b Class ‘‘B’’ shares. c Class ‘‘A”’ stock of no par value. d Deficit. f Bid price. ' 

GM Gen’! Motors; C Chrysler; A Auburn; H Hudson; F Ford; G Graham; 8 Studebaker; N Nash; P Packard; W Willys; FK Franklin; HP. 
Rupp: CN Continental; ST Stutz; AS Austin; R Reo; M Marmon; AU Autocar; BK Brockway; DT Diamond T; FD Federal; IN Indiana; MK 
Mack: SL Sterling: SW Stewart: WH White: GR Gramm; I International. 
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The Commodity Situation 


Commodities resume advance despite 
uncertainties in prospect 


readjustment of the relative posi- 

tions of the various commodities, 
during which wheat prices receded 74% 
cents a bushel and cotton underwent a 
decline of $5 a bale, improvement set in 
on a wide front. Whether the resumption 
of the upward trend carries the leading 
commodities to or beyond the year’s 
earlier highs is not so significant as the 
fact that the foundations of the price 
structure appear to have been materially 
strengthened. The first practical steps 
taken by the Administration towards 
credit expansion, and the clearing of the 
legislative decks for enactment of the 
Industrial Recovery bili with its plans for 
business stimulus and the enforcement of 
fair competitive codes, served to revive 
buying interest and to impart the first 
new impetus to the commodity list. It 
is the Industrial Recovery bill that car- 
ries the proposed $3.3 billions public 
works program. 


JReestisstmene almost a fortnight of 


Cotton's Long Road 


Cotton, which roughly reacted from 
9 cents to 8 cents for the October deliv- 
ery, may reasonably be expected to show 
an advance corresponding to any measure 
of currency inflation that may be ac- 
complished, but it has a long road to 
travel before it can look for any lighten- 
ing of the statistical load that bears so 
heavily upon it. Cotton mills, it is true, 
are operating at the greatest rate of 
capacity in several years, the April figure 
being 95.7 per cent against 93.9 per cent 
in March and 70.7 per cent in April of 
last year. But the total consumption by 
domestic consumers in April showed a 
slight falling off from the March figures— 
470,685 bales against 494,185 bales; and 
against 366,000 bales in April, 1932. There 
is still considerable cotton from last 
year’s growth that has not been brought 
to market, and the higher prices for the 
staple have caused an abnormal increase 
in the amount brought into sight. In 
the four weeks to May 20, 662,000 bales 
were brought in against 313,000 in the 
same period of last year. In this same 
four weeks spinners’ takings also showed 
an increase over the same period of last 
year, but not a proportionate increase, 
842,000 bales against 609,000 in the 1932 
period. Study of the consumption figures, 
further, indicates that the rate of spin- 
ners’ takings is about double consuming 
requirements, while on April 30 stocks in 
consuming establishments totalled 1,367,- 
956 bales or approximately three months 
supply. It cannot be expected, therefore, 
that consumers will follow the market 
upward at any too rapid a buying pace. 

Exports are still about 850,000 bales 
below the same period of the last crop 
year, having crossed the 7,000,000 bale 
mark only on May 20. With but ten weeks 
of the current crop year left, there is little 
likelihood that the total export move- 
ment to July 31 will exceed 8,000,000 bales. 

The ideal weather conditions that have 
prevailed over most of the cotton area 
since the conclusion of planting consti- 
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tute another factor that is giving concern 
\to those who hope not only for higher 
prices but for substantial inroads to be 
made over the next year into the burden- 
some surplus. The revised acreage figures 
released by the government May 22 showed 
36,542,000 acres to have been planted last 
year and 35,939,000 picked, while esti- 
mates of the current year’s acreage range 
around 39,000,000 acres. No government 
figures will be available on this subject 
until July 8, but it is generally believed 
that it is now too late for any important 
cut in the acreage to be brought about 
under the provisions of the farm aid act. 


Uncertainties in Wheat 


The wheat market passed through a 
period of liquidation that pressed prices 
steadily downward. Incentive to buy was 
lacking because of the unfavorable char- 
acter of the foreign news during the early 
part of the setback. The government 
forecast of the July 1 carryover also was 
bearishly interpreted, though it really 
was little if any worse than had been ex- 
pected. The government release carried 
also the warning that the losses in winter 
wheat harvesting, the lateness of the 
spring wheat planting, which has been just 
about completed throughout the northern 
belt, and the effects of inflation were not 
assurances that the higher price levels 
recently attained in wheat could be held. 
The large acreage in spring wheat is 
pointed to as one danger. Weather con- 
ditions contributed their bit also in re- 
tarding the revival of optimism towards 
the future of wheat, reports indicating 
that while excellent for spring wheat it 
has not been helpful for the winter plant. 
Possibly the most potent of the factors 
that temporarily checked further devel- 
opment of hopefulness regarding the trend 
of wheat was the belief in many quarters 
that 75 cent wheat marked the Adminis- 
tration’s objective in its program to in- 
crease farm purchasing power, and that 
no particular governmental activity need 
be expected in behalf of the grain. Be- 
sides, it is impossible to ignore the fact 
that wheat, corn and many other com- 
modities have entered the crop-season 
period, and that the market will be sensi- 
tively responsive to such developments 
as weather, crop forecasts, growing con- 
ditions, and general trade news. 


Will this Stock 


Be the First to Reach 
Its . . . 1929 HIGH? 


Every factor favors a sensa- 
tional rise. A double-barrelled 
advantage of a completely de- 
flated industry — yet tremen- 
dously affected by rising com- 
modity prices. Strong cash 
position. Management able— 
alert to seize every favorable 
trend. Its up swing of over 
125% from this year’s low 
represents but a fraction of its 
1933 possibilities. 


The remarkable prospects of 
this stock are fully explained 
in our Bulletin No. A 3310. 


Free on request 


Th 


24 FENWAY 
BOSTON, MASS. 


UNUSUAL 
Prorits 


in an overlooked Class of 
Securities — offering: — 
Real, intrinsic values 
An “inflation” beneficiary 
of the highest order 
Backed by a basic commodity 
— real estate 
At the lowest price in its history 


U must investigate this 
excellent OPPORTUNITY 
for EXTRAORDINARY PROF- 
ITS—plus safety of principal 
Write for special bulletin F-101 
—without obligation—before the 

Opportunity passes. 


Bros.' 


29 Broadway,N.Y. Tel. Digby 4-4180 


4 & & & WHEN writing to 


advertisers, please tell them 


you saw their announcement in 
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Term 
Trading 


send NEILL Safety Plan 
for Market Trading 
- FREE Coupon 


Limit number ‘‘extra copies’’ 
available to those who inquire, 


for 


Issued as Confidential Method to clients, it has 
been received with decided approval. Actually 
protective, it equips you to follow a strong move- 
ment upward and yet take adyantage of the 
reverse trend. 

Plan minimizes traits and faults which cause 
many losses. Advantage may safely be taken of 


| 


the intermediate swings of the stock market. 
See tabulation of assumed appli- 
cation of Plan to Trading Fund 
for 8 months, using Neill-Tyson 
advices and Dow-Jones Industrial 
Averages; resulting in increase 
of 104%, . 


NEILL-TYSON, Inc. 
Investment & Tradin 


hrey B. Neill, P 

Counsel 341 Madison Ave., New York.N-Y. 
ntlemen: Without obligation to me, please reserve and send a copy 
the Neill Safety Plan for Market Trading. 


l 
h 
| 
| 
d 
0 | 
of 
m | 
| 
| 
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Dividends 


Declared 


Regular 
Pe- Pa 

Company Rate riod able 
Dott 50c Q July 1 
Automatic Signal Acceptance....60e BM June 1 
Attleboro Gas Lt. Co............$38 Q July 1 
$2.25 Q July 15 
Amer. Bank Note pf. . ey Q July 1 
Amer. Can Co..pf........... $1.75 Q July 1 
Amer. Safety Razor....... .75e Q June 30 
Armour & Co. of Del. pf. . $1.75 Q July 1 
Bangor & Aroostook R.R. 50c Q July 1 

> eee $1.75 Q July 1 
Briggs 4 25c Q June 30 
Brallo Mfg. Co., Inc............ lic Q July 1 

50e Q July 1 
Beneficial Loan Soc.......... 8c Q June 1 
$1 Q July 31 

Do B. 800 @ July 1 
Chesebrough Mig... $1 Q June 29 
Clark Eqp. 7% pt........-.- $1.75 Q June 15 
Clorox 50c Q July 1 
Commercial Inv. Tr. ..-...800 @ July 1 
Commercial Solvents. ........30e 5S June 30 
Com' wealth & Southern pt. . $1.50 Q July 1 
Congoleum-Nairn.......... Q June 15 
Conn. Elec. Service . 75e Q July 1 
Colt’s Patent Fire Arms Mfg....25¢ Q June 30 
Conn. River Pr. 6% vf Pckecen $1.50 Q June 1 
Calif. Ink Co., Inc. . #2 50c Q July 1 
Dominion Stores. . .30e Q July 1 
Empire Power Corp. cum. pf. $1.50 Q July 1 
Electric Stor. Bat............. 50e Q July 1 

50c Q July 1 
First Nat'l Stores.......... 62%c Q July 1 
Florsheim Shoe pf... ..... $1.50 Q July 1 
Glidden Co. Pr. pf......... $1.75 Q July 1 
Goldblatt Bros. .........0759¢ Q July 1 
Georgia Pw. $6 AREER $1.50 Q July 1 

$1.25 Q July 1 
Humble. Oil 50e Q July 1 
Heyden Chemical..............25¢ .. June 1 
Int. Business $1.50 Q July 10 
lic Q July 15 
Kan. Okla. Gait Ry. 6% opt. A...$38 5S June 1 

Do 6% pf. B. : 
Ki Lig. $1.50 Q July 
K.C.P. & L. pf. B $1.50 Q July 1 
Lake S. Mines, Ltd............ 50c Q June 15 
Lehigh Port'’d Cement 7% opt. ae .. Juy 1 
Lily-Tulip Q June 15 

“1644¢* Q June 30 

$1.50 Q June 30 
0. 

Do 8% pfB.. $1.50 Q July 1 
Lord & Taylor. . $2.50 Q July 1 
Mathieson Alk. Whks......... 37%e Q July 1 

$1.75 Q July 1 
Mesta Machine............-- lic Q July 1 

fi) Packing Go, Q July 1 
Meyer (H ac! 

tedeate Co. 6% pf. 150 Q June 1 
Memphis Pw. & Lt. Co. $7 pf.. ‘$1.75 Q July 1 

$1.50 Q July 1 
Mapes Mfg Q July 1 
Monsanto Chem... 314c Q July 1 
Nassau Suffolk Lighting 79 7% pf $1.75 Q July 1 
N. Y. Shipbuilding part......... 10e Q July 1 

1 Q July 1 

$1.75 Q July 1 
North. Q July 1 
$3 Q June 1 
Penn Water & Pw............. 75e Q July 1 

Peo i Stores........ .25¢ uly 

62% Q June 15 

Public af ii. H. ey... $1.50 Q June 15 
$1.25 Q June 15 

Pitts. Plate Giass.. Q July 1 
Pub. E. L. Co. 6% pf... $1.50 Q June 1 
$1.75 Q July 1 
$1 Q July 15 
$1.50 Q Aug. 31 
Scott 35c Q June 30 
Standard Brands............... 25c Q July 1 

aS 1.75 Q July 1 

Tri-St. Pr. Q June 1 
Q July 1 
Q June li | 
5c Q July 1 
$1.75 Q July 1 
75e Q July 1 
$1.75 Q July 1 
1.50 July 1 
Viking Pump pf. .60¢ June 15 
Walker (Hiram)-Gooderham & & Worts 
..25¢ Q June 15 
Ward Bak. cum. pf ....2e @ July 1 
Welch Gr. @ Bay Si 
Wisconsin-Mich. Power 6% pf..$1.50 Q June 15 
Accumulated 
U.S.& Foreign Sec. Ist pf... . . $1.50 June 10 
Extra 
Mapes Cons. Mfg... ... . . -25¢ July 1 
Chesebrough Mig . .50¢ June 29 
Lake Shore Mines,Ltd. . .50¢ June 15 
Reduced 
Indiana Hydro-El. Pwr. 7% June 15 
Natl. Transit. .35¢ S June 15 
Bk.of NovaScotia..............$8 Q July 3 
"Stock. 
North American....... --2% Q July 1 


*Payable in 6% convertible preferred stock. 


Hidrs. of 
Record 
June 15 
May 15 
June 15 
June 20 
June 12 
June 16 
June 9 
June 10 


May 16 
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STOCK SIDE LIGHTS 


Cameo Studies of Leading Issues 
Which Are in the Current News 


Brisk demand for this company’s stock developed recently to the 
accompaniment of reports that Stone & Webster Engineering, a sub- 
sidiary, is in line for a substantial improvement in business as a result 
of the Government’s construction program. Actually, the company 
has made no effort to secure government construction contracts as these do not fall 
strictly within the highly specialized field of Stone & Webster Engineering. Ulti- 
mately the parent concern will reflect current improvement in business as it has 
representation in many fields, but a sharp recovery in earnings does not appear in 
early prospect. Its largest investment consists of a 91 per cent common stock interest 
in Engineers Public Service Company. 

This Stone & Webster subsidiary is a public utility holding company serving nearly 
140 cities and towns in the South, Southwest and Pacifie Coast regions. In 1930 the 
company earned $2.62 per share of common and paid $1.70 per share in dividends. 
Last year earnings declined to 98 cents per share under the influence of generally 
depressed business and the downtrend has been continued during the initial months 
of 1933, resulting in the recent deferment of dividends on the preferred stocks. 
Although current earnings represent a small coverage over preferred dividend 
requirements, the steady decline in gross coupled with system bank loans aggregating 
about $5 millions have determined directors on a policy of conserving cash. All three 
classes of preferreds are cumulative at their respective rates and in the event of 
temporary suspension of dividend payments, accumulated arrears would be a further 
barrier to early dividend disbursements on the common. 

Stone & Webster’s capital structure is so arranged that 85 per cent of total capital 
ranks ahead of the common stock, thus giving the latter issue a very high factor of 
leverage. However, dividend action on Engineers Public Service preferred stocks 
has now been deferred until June, adding further uncertainty to the probable time of 
resumption of dividends on the common shares and, of course, resumption of reve- 
nues to Stone & Webster from its most important single investment. Consequently 
the large leverage factor on Stone & Webster common stock must remain a matter 
largely of academic interest until the dividend status of Engineers Public Service 
is clarified. 

Other subsidiaries of Stone & Webster include the Sierra Pacific Electrie Company, 
which operates in the state of Nevada, and Stone & Webster and Blodget, which 
acts in a security underwriting and distributing capacity. This latter subsidiary has 
not contributed materially to net of the parent concern during the past four years 
due to the low ebb of new security offerings and prospects of improvement in this 
business over the near term are not conceded to be favorable. 


Stone & 
Webster 


The net loss of $1.3 million reported by Julius Kayser & Company for 
the fiscal year ended June 30, 1932, included an inventory write-down 
amounting to $899,779, so that approximately 70 per cent of the 
company’s deficit was a result of the declining trend of commodity 
prices prevailing during the period. An additional 13 per cent of the total loss was 
accounted for by an item of $176,795 of foreign exchange losses. Such adverse factors 
should now be largely behind the company, and reflecting the improvement that has 
occurred, operations for the nine months ended last March 31 resulted in a profit of 
$39,529. From an earnings standpoint, therefore, Kayser appears to be in a position 
to benefit from any material improvement in general business conditions. 

From the standpoint of financial position, a very interesting statistical picture is 
presented by the company’s December 31, 1932, balance sheet. Fixed assets, in- 
cluding land, buildings and equipment, less reserves, amount to the equivalent of 
$5.09 per share of common stock. Total working capital amounted to about $17.30 
per share of common, of which $7.12 a share was in cash and $6.15 in inventories. 
Cash alone, therefore, was equivalent to more than half the current market price 
of the shares. 

Capitalization consists of 7,960 shares of employees’ preferred stock ($50 par), 
$16,400 subsidiary funded debt, and 417,120 shares of common stock of $5 par value. 
At present market prices total common stock is valued at slightly over $5 millions; 
add to that the par value of the employees’ preferred stock and subsidiary funded 
debt and the total of $5.4 millions would theoretically buy the company for about 
74 per cent of its net working capital. 

Sales decline for the nine months ended last March amounted to 34 per cent on a 
dollar basis, but only 15 per cent on a unit basis, suggesting that Kayser has been 
maintaining its volume somewhat better than might have been expected under the 
cireumstances. Even under normal business conditions, however, the company must 
contend with the uncertain factor of sudden style changes in the womens’ wear lines 


Julius 
Kayser 
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in which it operates. 


Thus while financial position and earning probabilities place 


the common stock in an interesting position for retention over the next year or so, 
the issue is somewhat more speculative than might be suggested by recent financial 


statements. 


As the only producer of primary aluminum in this country, this 


Aluminum 


Company 
industrial activity. 


company’s business has recently reflected the moderate increase in 
demand for aluminum products resulting from general increase in 
One serious drawback to the development of a 


broad demand for the company’s products, however, is the relatively high price of 
aluminum compared to current competing metal prices. Aluminum prices have been 
held close to 1929 levels throughout the past four years, whereas prices of other 
metals which may serve as a substitute for aluminum have been drastically reduced 
and, due to present price differential, are being employed in many instances where 


aluminum normally is used. 


Of course, as prices for competing metals rise, demand 


for aluminum should increase as the price differential decreases. 

Unlike the larger number of metal companies, Aluminum Company probably does 
not stand to benefit from a continuation of the current up-turn in commodity prices 
due to the fact that no concurrent rise in aluminum prices has taken place, nor is such 
a rise in prospect. The increase in inventory value which has proved a boon to many 
metal shares will hardly accrue to this company and it must depend solely upon 


expanding demand for its products for improved earning power. 


As pointed out 


above, however, prices for competing metals have a long road to travel before the 
1929 relationship again obtains and it may be logically inferred that at least during 
the initial stages of general business recovery, earnings of this company will probably 
lag in comparison with operating profits of other units in the metal group. 

Aluminum Company’s common stock has habitually commanded a market price 
high in relation to current earnings; possibilities for the future have always been a 
much greater market factor, and it is for this reason that current prices are holding 
around 60 despite the present absence of earnings. 
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In the Same Boat 


P. MORGAN’S narration of his 
J firm’s financial operations during 
QO the depression years, unfolded be- 
fore the Senate Banking and Currency 
Committee last week, shattered another 
haloed legend of Wall Street, which has 
long fostered the belief that in matters 
financial Morgan judgment was second 
only to supernal prescience. Mr. Mor- 
gan’s frank admissions as to errors of 
judgment and publication of the firm’s 
financial records covering the past several 
years have revealed the ‘*house-on-the- 
corner’’ to be just another financial insti- 
tution, and those in charge of its destinies 
as mere human beings and subject to the 
frailties thereof. Mr. Morgan’s statement 
to the Committee left no doubt as to the 
firm’s prophetic shortcomings. He said: 
“Since we have no more power of knowing 
the future than any other men, we have 
made many mistakes (who has not during 
the past five years?) but our mistakes 
have been errors of judgment and not of 
principle.” 


Errors of Judgment ° 


A partial result of these errors of judg- 
ment during the past four years is shown 
in the following comparative balance 
sheets of J. P. Morgan & Company and 
Drexel & Company, its Philadelphia affili- 
ate, as of December 31, 1932, and De- 
cember 31, 1929. 


— As of December 31— 
1932 1929 


Assets 
Cash on hand and in 
Call loans.......... 7,325,000 79,050,000 
U. 8. Government se- 
224,580,150 165,667,994 
State and municipal 
64,577,005 
Corporate bonds. 15,073,885 7,072,806 
Corporate stocks. 13,875,028 64,281,479 
Other investments. 810,926 27,631,636 
Demand loans...... 47,869,165 69,553,613 
Banking houses... .. 9,691,304 9,471,304 
Accru interest re- 
MAY 34, 1933 


Acceptances sold un- 
der own guaranty 


per contra... ; 18,466,338 
Customers’ liability 

acceptances per 

11,397,271 20,061,175 
Foreign exchange per 

. 18,645,959 30,631,698 

WEG $424,708,095 $680,381,938 


Liabilities 
Met worel. $53,194,077 $118,604,183 
340,047,702 492,292,667 
Accrued interest pay- 
192,027 
Acceptances sold un- 
der our guarantee 
per contra........ 
Acceptances payable. 
Foreign exchange per 


18,466,338 
12,820,358 20,195,025 
18,645,958 30,631,698 


The shrinkage in J. P. Morgan & Com- 
pany’s net worth from $118 millions to $53 
millions in the 1930-1932 period suggests 
that the firm fared little if any better than 
the average investor despite the far-flung 
sources of information and the numerous 
experts upon whom the firm ean eall for 
guidance. These figures should effectively 
correct the impression apparently still 
held by some individuals that a mys- 
terious and all-powerful ‘‘they”’ control 
the stock market, and that prices rise and 
fall at the wave of a hand by the ‘‘ Wall 
Street bankers.’’ Neither Morgan & Com- 
pany nor any other organization is suffi- 
ciently powerful to combat the workings 
of the economie laws or the supply and 
demand for securities by the investing 
public. 


DIVIDEND 
The United Gas and 


Electric Corporation 
1 Exchange Place, Jersey City, N. 4. 

May 19, 1933 
The Board of Directors this day declared a 
quarterly ay idend of one and three-quarters per 
cent (13%) on the Preferred Stock of the 
Corporation, payable July 1. 1933 to stock- 

holders of record June 16, 1933. 
J. A. McKENNA, Treasure: 


DIVIDENDS 


The NorthAmerican 
Company 


QUARTERLY 
DIVIDENDS 


No. 117 on Common Stock of 2% in Com- 
mon Stock (at the rate of 1/50th of one share 
for each share held): and 


No. 48 on Preferred Stock of 14% in cash (at 
the rate of 75 cents per share) 


Will be paid on July 1, 1933 to respective 
stockholders of record at the close of business 
on June 5, 1933. 


Robert Sealy, Treasurer 


— 


UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of twenty-five cents 
(25e.) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable July 1, 1933, 
to stockholders of record at the 
close of business June 2, 1933. 

WILLIAM M. BEARD. Treasurer 


UNITED STATES FOIL COMPANY 
15 Exchange Place, Jersey City, N. J. 

The regular quarterly dividend of $1.75 per 
share has been declared on the issued shares of 
Preferred Stock of Unitep States Foi Com- 
PANY; and a dividend of 5¢ per share has been 
declared on the issued shares of Class A Common 
and Class B Common Stocks cf this Corporation, 
for the quarter ending June 30, 1933, payable 
July 1, 1933, - the holders of such shares of 
record at the close of business June 15, 1933. 

The transfer books will not be closed. Checks 
wil Wa. S. D. Woops, Secretary 
Dated May 19, 1933 


Nassau & Suffolk Lighting Co. 


50 Church St., New York City, N. Y. 
Dividend—7% Cumulative Preferred Stock 
May 19, 1933. 
he of Directors of the NASSAU & 
SUFFOLK” LIGHTING COMPANY has declared 
a dividend of one and three-quarters per cent 
(13%) on the Company’s 7% Cumulative Pre- 
ferred Stock, payable July 1, 1933, to stock- 
holders of record at the close of business June 
16, 1933. 


J. A. McKENNA, Treasurer. 


THE BATTERY 


Allegheny Avenue and 19th Street 
Philadelphia, May 19, 1933. 

The Directors have declared from the Accumulated 
Surplus of the Company a quarterly dividend of Fifty 
Cents per share on the Common Stock and the Pre- 
ferred Stock, payable July 1, 1933, to stockholders of 
record of both of these classes of stock at the close of 
business on June 10, 1933. Checks will be mailed. 


WALTER G. HENDERSON, Treasurer. 


E. I. DU PONT DE NEMOURS & CO. 
Wilmington, Delaware, May 15, 1933.. 


The Board of Directors has this day odes a dividend 
of $0.50 per share on the outstanding $20 par value 
Common Stock of this Company, payable fae 15, 33 
to stockholders of record at the close of business on May 
25, 1933; also dividend of $1.50 a share on the out- 
standing debenture stock of this Company, payable on 
July 25, 1933 to ag ag of record at the close of 
business on July 10, 19 


cH ARLES COPELAND, Secretary. 


TEXAS GULF SULPHUR COMPANY 

The Board of Directors has declared a distriSu- 
tion of 25 cents per share on the Company's 
2.540.000 shares of capital stock without 
nominal or par value, payable on June 15, 1935 
to stockholders of record at the close of business 
on June 1, 1933. 


H. F. J. KNOBLOCH, Treasurer. 
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WEEKLY RECORD 


OF EARNINGS 


12 MONTHS ENDED APRIL 30: 


Net Earnings Per Share NetEarnings Per Share 


Commonwealth & Southern............ $9,611,187 $0.02 $20,293,035 $0.33 
Connecticut Electric Service........... 3,677,846 3.20 4,276,037 3.72 
Eastern Gas & Fuel Associates.......... 3,774,616 0.35 5,305,027 0.87 
Nevada-California Electric............ 516,808 “a. 741,717 pie 
Jamaica Public Service................ $215,373 $212,472 
Public Service of New Jersey .......... 26,553,808 ee 30,538 

Sierra Pacific Electric................. $480,051 $501,029 
6 MONTHS ENDED APRIL 30: 

10 MONTHS ENDED APRIL 30: 

Brooklyn-Manhattan Transit. 5,780,056 6.12 5,866,518 6.00 
Brooklyn & Queens Transit. ies Sted 2,201,576 0.98 2,209,915 0.99 
4 MONTHS ENDED APRIL 30: 

Hudson & Manhattan ..__.......... . 104,673 0.04 388,828 0.75 
3 MONTHS ENDED APRIL 30: 

Montgomery, Ward. d2,196,099 nil d1,705,569 nil 
12 MONTHS ENDED MARCH 31: 

North American Light & Power........ 253,066 nil 3,578,573 1.50 
Electric Bond & Share............-.-. 12,009,396 0.65 23,412,235 3.05 
North American Cement............-- ds804,810 nil 570,302 nil 
North American Edison. 6,831,841 p18.58 13,440,237 p36.55 
3 MONTHS ENDED MARCH 31: : 

85.691 0.04 727.735 0.32 
American Ship and Commerce......... d50,841 nil d51,113 nil 
Brillo Manufacturing..............--. 39,439 0.16 37,478 0.15 
Continental-Diamond Fibre........... d138,454 nil 162,374 nil 
Condé Nast Publications.............. d69,998 nil 132,373 0.42 
Drag 3.249.675 0.93 4,561,573 1.30 
Federal Screw Works...............-- d112,460 nil d101,469 nil 
General American Transportation 295,000 0.39 379,000 0.50 
Hecla Mining Company............-- £8,286 £37, 164 
Nevada Consolidated Copper.......... 614,486 nil d559,001 nil 
d2s8,460 nil d128,413 nil 
463,428 nil d10,872 nil 
d9,239,550 nil d2,742,300 nil 
. .. d691,801 nil 536.760 nil 
Tide Water Associated Oil............ 1,238,728 nil 527,602 p0.78 
d1,164,582 nil 8,503 p0.04 
Walworth d488,229 nil d217,969 nil 
487,937 nil d414.120 nil 
White Sewing Machine. ............. d160,150 nil d455,996 nil 
12 MONTHS ENDED FEBRUARY 28: 

United Shoe Machinery... ; 6,023,483 2.42 7,483,539 2.94 
12 MONTHS ENDED DECEMBER 31: 1932 1931 
Fairchild 52,675 nil d95,424 nil 
International Mercantile Marine. ...... 41,507,187 nil d1.278,000 nil 
d Deficit. f Before Federal Taxes. p On Preferred. t Before Depreciation or Depletion. 
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EARNINGS REGAINED? 


concluded from page 511 


prices would produce an even more 
rapid restoration of former sales volume 
and profits. 

Western Union, selling a service, is 
probably an outstanding example of the 
effect on earnings of only a nominal im- 
provement in business handled at each 
of the company’s offices. Overhead ex- 
penses remain practically unchanged 
whether an office handles $5 worth of 
messages or $6 on any particular day. 
Yet based on the company’s 25,000 of- 
fices in operation, an average increase of 
$1 per day per office would mean an in- 
crease in gross of $9.1 millions, the larger 
proportion of which would be translated 
into net income. Last vear the company 
reported a deficit of $842,595 after all 
charges. Assuming practically no change 
in expenses, the additional gross income 
obtained as noted above would produce 
net income of $8.3 millions, equivalent to 
about $8 per share of common stock. 
That such a goal is not difficult of attain- 
ment is borne out in the sharp improve- 
ment noted in the company’s business in 
the past two months. After reporting a 
deficit of $351,000 in the first quarter, a 
sharp upturn in business beginning in 
March has carried through the succeeding 


months, and it is understood that April 
profits after charges more than wiped 
out the deficit of the first quarter. , 
Phillips Petroleum sold through its 
own bulk and retail stations in 1931 about 
285 million gallons of gasoline, and prob- 
ably did not come far from the same 
figure in 1932. This volume is equal to 
68.5 gallons per share of outstanding 
capital stock. The importance of a 
moderately higher price level for gasoline 
in the earnings of such a company, which 
supplies its own crude requirements, is 
readily apparent since a two-cent rise 
per gallon would immediately increase 
the annual earnings by $1.37 per share. 
Such an inerease in prices would, of 
course, be accompanied by higher quota- 
tions on many other products and would 
thus result in a much greater aggregate 
gain in earnings than the above figure. 
The foregoing examples will serve to 
illustrate the possibilities of sharp and 
rapid earnings recovery coincident with 
a rising trend of business activity and 
explains in part the reasoning behind the 
improvement in stock prices. If expan- 
sion in business activity continues it is 
obvious that a further sustained rise in 
stock prices would be a natural expecta- 
tion in discounting the progress of earn- 
ings recovery. Discrimination in making 
commitments, however, is just as im- 


portant as ever for there will be wide 
variations in the pace and extent of earn- 
ings improvement by individual com- 
panies. 


--——-‘‘Unser Fritz’”’ is a canny nego- 
tiator. At Lausanne he succeeded in re- 
ducing reparations debts below a billion 
dollars, and he need not pay that if he 
cannot do so in a period of time. Now he 
is at work reducing private debts and 
wants to pay them in blocked marks. If 
the Allies do not watch out he will make 
them believe they owe Germany money. 
David Harum had nothing on him in 
driving a bargain. 


————Considering its size and equip- 
ment, the German Army appears very 
much like the Chocolate Soldier. For- 
midable looking, but that’s about all. 
Yet when Hitler rattles his sabre he puts 
the rest of the world on edge. The old 
world is so fidgety the slightest noise 
makes it tremble. 


-The specialist is finding that he is 
not sleeping on a bed of roses. Instead he 
is under a running fire. Supposed to have 
an inside track because of the orders on 
his books, the suspicion is extant that not 
a few are hesitant to take advantage of 
their knowledge. Yet even with that, not 
a few have been caught on their own hook. 


The power of the simple word is 
far greater than all the eloquence a fluent 
speaker can throw into a message. Lin- 
coln’s Gettysburg speech was tersely 
short, but is considered among the great- 
est orations of all times. President Roose- 
velt appears to possess the unusual art of 
using few words with each of them pack- 
ing a telling punch. 


After nearly four years we are 
passing an invisible Rubicon. Until a 
month ago all we could see was diminish- 
ing trends and continued minus signs. 
Now we have changed our trend and are 
progressing at a fast pace. Not only are 
1932 figures surpassed but in some in- 
stances comparisons show better per- 
formance than in 1931. 


———Inflation does not need anything 
substantial to hang on. Under favorable 
circumstances it feeds as readily on 
human psychology. Our business revival 
is an example of the force of indirect com- 
pulsion. It only goes to demonstrate that 
old man business can forge ahead on con- 
fidence as much as on inflation. It is 
healthier if it can. 


———tThe market trend has old timers 
guessing. But this is not their first ex- 
perience in confusion. Al through the 
depression it kept people guessing, re- 
fusing to do the very thing most of them 
expected of it. But the broad tide is 
unmistakable in its course. 
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Listen Stocks 


F the surmise is correct that world recovery 
is on the way as a result of a more coopera- 


tive attitude on the part of leading nations, — 


the only position to take towards purchases that 
you have already made in sound companies is 
to ignore intermediary reactions and to hold on. 


By the same token, there are many stocks 
still selling at abnormally low prices which 
represent unusual opportunities for purchase 
for the far seeing investor who is not interested 
in trying to guess the weekly or monthly swings 
in the stock market but who is looking forward 
to the values that will be shown when earning 
power has been restored to something like nor- 
mal. When that time comes, present prices 
will look low. 


HAT Tue Financiat itself does not give 
readers in the way of essential facts and figures, our 
monthly rating and data book supplies in a manner that 
makes this monthly manual for investors the most sought 
after book on securities that is available to investors today. 


At $10 per year, a subscription for THE FINANCIAL 
Wor tp is an outstanding bargain entirely aside from the 
two extra features each subscriber receives. With a copy 
of Independent Appraisals of Listed Stocks each month 
and the Confidential Advice Privilege included without 
extra charge, a year’s subscription under present conditions 
is a genuine bargain indeed. 


READ the following letter just received from an en- 

thusiastic subscriber and then try to figure out, if you 
will, how you can miss such a publication, and in- 
Vvestment service for the sake of saving a $10 bill. 


Are Stocks 
too 


Some Friend Will Thank You 
for Showing This Page To Him 


Mr. John W. Hall of 327 S. La Salle Street, Chicago, 
Illinois wrote May 12th as follows: 


“Your publication is the most outstanding one in these 
United States—For brains, service, fairness and every- 
thing worthwhile it is the least expensive thing on earth. 
You should have 10,000,000 subscribers if you got one- 
half of what’s coming to you all. Good Luck and Best 
Wishes.” 


Y subscribing for one year before July Ist you will be 

in time to receive a copy of the 112-page book which 
is now in course of preparation. This will prove a remark- 
able asset in the hands of every investor, who wishes to 
make the most of his investment opportunities. The title 
of this book is—Profitable Investment Simplified—and 
the sub-title is—Vital Facts About 50 Leading Stocks. 
Don’t fail to have your order in promptly so you will re- 
ceive your copy of our new book as soon as it is printed. 


May 31 


THE FINANCIAL WORLD, 
53 Park Place, New York, N. Y. 


Here is my check for $10.00 in full payment of the follow- 
ing special offer: 


(a) = —ay issues of The Financial World. (Canadian and Foreign 

extra). 

(b) 12 monthly editions of ‘‘Independent Appraisals of Listed Stocks,”’ 
a <page manual of vital investment data and ratings on 1350 
stocks. 

(c) Free privilege for 12 months of writing for advice on securities 
by enclosing a stamped self-addressed envelope with each inquiry. 

(d) Copy of your new book ‘Profitable Investment Simplified’ 
(Ready June 24th). 

(e) ‘‘Beneficiaries Of Inflation’’ and ‘10 Outstanding Stocks For 
Recovery.”’ 

(f) ‘Stocks Behind The Market,’’ ‘‘Time To Buy A Fortune?’’ and 
“‘A New Basis For Selecting Stocks.’’ 


BE SURE TO ACCEPT THIS SPECIAL OFFER BEFORE JULY Ist 


THE SCHWEINLER PRESS, N. Y. 
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THE INSIDERS OF WALL STREET 


KNOW THE ANSWERS TO THESE QUESTIONS 


$1.00 Each 


LOW PRICED STOCKS 
By O. TAYLOR 


When and How to Buy Them 


Mr. Taylor in this book shows why 
low priced stocks offer some of the 
best opportunities for profit. He 
shows you how to avoid the pitfalls 
of illegitimate promoters who oper- 


ate with low priced stocks, and 
when and how to buy low priced 
issues. 
STOP ORDERS 
By O. TAYLOR 


How to Use Them for Profit 


This valuable book explains prac- 
tically every possible application of 
stop orders as a technical aid to in- 
vestors and traders. 


SHORT SELLING 
By O. TAYLOR 


For the Trader, Investor and 
Business Man 


In this book Mr. Taylor clearly ex- 
plains the origin and development 
of Short Selling. There are benefits 
from the practice of short selling, 
a reading of the book will show you 
why. If Short Selling frightens you, 
read why it is socially justified, 
learn how you too may profit from 
short orders. 


PUTS AND CALLS 
By O. TAYLOR 


How to Profit From Them 


These important tools of the trader 
or investor are too little understood. 
Mr. Taylor explains all about the 
use of puts and calls. 


CHARTS 


By O. TAYLOR 
How to Make and Read Them 


You will profit well from an under- 
standing of any one of the many 
charts and formations clearly ex- 
lained for you in this new book. 

ends, Pool Manipulations, Dow 
Theory, Tops, Bottoms, Gaps and 
other Formations are analyzed and 
made easy to understand. 20 


Charts. 


PLEASE SEND POSTPAID: 


PRINT NAME....... 


C) Cash Enclosed [] Check [] Money Order [) Send C. O. D. 


...dDO YOU? 


. WHAT is a LOW PRICED STOCK? 


2. WHICH stocks offer the best opportuni- 
ties for profit? 


3. WHEN is the best time to buy? 

4. Is SHORT SELLING harmful to 
society ? 

. Do you benefit from SHORT SELLING ? 

WHAT is a bear raid? 

. WHAT is the DOW THEORY ? 

WHAT is a “stop and limit’ order? 

. Can INVESTORS use stop orders? 

. Do stop orders protect capital ? 


. Is there LOGIC to Stock Price Move- 
ments ? 


SO PnNDY 


12. Can the important turning points of the 


market be accurately judged ? 


THESE AND MANY MORE 
IMPORTANT QUESTIONS 


are answered for you in a clear and straightforward 
manner in the AIDS FOR YOUR JUDGMENT 
appearing on this page. 


STOCK MARKET ACTION 
EASY TO UNDERSTAND 


There is an easily understood cause for all stock 
price movements. Once you have a knowledge of 
that cause your trading account will very quickly 
show a decided improvement. You will know when 
to buy—when to sell; you will know what to buy 
—and the price representing the minimum risk. 


Read these books—a few minutes each day will 
give you the real underlying facts that govern the 
movements of stock prices. ere are certain, defi- 
nite conditions which influence these changes, but 
you can't obtain this knowledge merely by ‘‘watch- 
ing the tape” or following tips. On the other 
hand, a little of your time devoted to these books 
every day — books by acknowledged authorities, 
each a leader in his particular field—will prepare 
you to consistently take profits out of the market. 
Check the books desired in the coupon below. 


STOCK MARKET PUBLICATIONS, 
20-22 East 37th Street, R. 10, New York City. 


Charts (Manual of Instruction) .... $1.00 
Phone AShland 4-7696 | Short 


Charts of 1933 to Date—69 Charts. 4.50 
Logic of Price Movements........ 2.00 

Point and Figure Method......... __ 2.00 

$18.00 

Entire Set (9 Items) $15.00 


Slight Extra P. O. Charge 


Check Books Desired 


Charts of 1932—-65 Stocks—4 Aver. 4.50 


KNOWLEDGE IS POWER 


“THE POINT AND 


FIGURE METHOD” 
As Used by Wall Street 
Insiders 
by VICTOR de VILLIERS 
author of “Financial Independence 
at 50", “Building and Holding Your 
Fortune”, “How To Buy Low and 


Sell te “Detecting The Buying 
and Selling Points’, etc., etc. 


$2.00 Postpaid 


Full Detailed explanation of the 
theory and practice of one, three 
and five point figure charts as used 
by “the Street’s’’ most successful 
sperenete and revealed for the first 
time. 


CHARTS FOR 1932 


In a Loose-Leaf Binder 
$4.50 


Complete charted records of the 
movements of 65 stocks and 4 popu- 
lar averages for the year 1932. 
Charts show daily high, low and 
close, detailed in eights. 


CHARTS FOR 1933 


In a Loose-Leaf Binder 
$4.50 


The same as above, charted to show 
action from January Ist to date. 


THE LOGIC OF PRICE 


MOVEMENTS 
Key to Stock Market Trends 
By EDWIN L. AYRES 
$2.00 


In this book the author presents an 
understandable approach the 
phenomena of price movements. He 
tells in a logical and convincing 
manner why prices move up or 
down and supplies the reader with 
an education in the technique of 
judging the trends and turning 
points of the market. 


IN PREPARATION 


The Theory of Supply and Demand, $2.00 
Sliding Averages and Trend Gauges— 
How to Read Their Indications, $2.00 

e Symmetrical Curve as an Intermedi- 

ate Trend Forecaster, $2.00 

Percentage Rally and Decline Calculator 
—For Selecting Most Profitable Stocks 
Chart Technicians’ Complete Manual, 


$5.00 
Margin Accounts—How to Operate 
em, $2.00 


All books priced postpaid. 
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